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Ottawa, Ontario. 
February 22, 1937. 


~-The Commission resumed at 10. oO a.m. 
ARGUMENT BY MR, KELLOCK (resumed) 

Mr. BELLOGE: Sefore I proceed from where I 
lett off on Friday dast { should like to correct an 
unfortunate typographical error in my factun at page 
5, Section Ce in paragraph 9 under the heading 
Males - Canada ‘on verses sy eiven as 917.32, and 
then the sentence appears: 

“The average for ait principal industries 

other than the textile industry was 424,28." 

thet should be 921.28. it is difficult to 
aveia these pegpoet 3 | 

Ana now I should like to call Your Lerdship's 
attention te a section of Mr, Seauregard's brief at 
page 121 where there appears the heading The Minimum 
Wage for #omen. On the following page, a little 
below the middle of the page, my friend has a table 
dealing with the legal minima per week on the basis 
of the forty-eight hour week which was established 
in the 1955-56 pericd, and the legel minima are so 
much per hour divided in the percentages of 10, 25 
and 65 ver cent. My friend has ascertained what 


these Ninn rates mean on the weekly basis. Under 


the heading Province on the right hand side there is 


aslight error. The statement is, “twenty-five per 


cent at least 8.06". ‘hat Should be 8.16, It is 


| 17 eents per hour for a forty-eight hour week. 


The COMMISSIONER; You are referring to the 
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“twenty-five per cent at least 8.06"; you say that 
should be 3,16, 
) Y Jive KELLOCK: Yes, My Lord. it is eonvenient 
there to see what the average legal minima per week 
ve || are in the case of Montreal and the province. The 
| Weighted average per week fou Montren kana environs i 
i is 10.78, thet is the left hand column, and in the | 
ease of the province it is 9.19. 


the COMAISSIGNER: Is thatthe way it works out 7? 


eee eee 


. 10 
/ J | : uit. KELLOCK: Yes, and the average hourly rates 


oat 


in the case of Montreal are £2.45 and in the case of 
the province 19,15 cents. in that sane Section, on 
page 125, my friend gives a table showing the actual 
os basic wage per week, that is, the actual wages brough 
to fuli time basis. As regards the actual wages pai 
brought te full time basis, taking the 1955-56 period 
the last item in the tabie, your Lordship will recall 
that the legal hours swe per week established for 
20 forty~eight, while the actual hours worked in Montres 
v Were S° hours, and in the province 45 hours, so that 
the figure in the middle column under Vontreal, for 
the 1935-36 perioa-- 
The COMMISSIONER: Under the heading esrnings « 
25 lit. ‘KELLOCK; Yes, My Lord; thet is 9.88. . That 
| is the average actual Wages paid fer 39 working hours. 
The COMMISSIONER: And the basie rate was on how 
| Many hours ? 
4 «= Mae KELLOCK: On forty-eight hours, The 12.12 
e) | figure is the equivalent of 9.88 on the basis of 
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forty-eight hours, 
‘The COMMISSIONER: it is the mathemtetical 
equivalent, | 
MP, KELLOCK: Yes, What was actually paid 
was $238 because the workers worked only 59 hours. 
Wed they worked the legal maximum of 48 hours the 
figure would be 12.12. Under the heading Province, 
the middle Sates, for the same period, the figure 
is 9.57; that is, the average actual Wages paid on 
the basis of 45 hours astentiy worked. | | 
The COMMISSIONER: and the basic wage was on 48. 
Mpe KELLOCK: Yes; but in voupits ine the basic 
wage at the figure my friend has, 11.20 is takén 
from the exhibit in whieh there is an ebvious error. 
That 11.20 is on the basis of 55 hours, which was 
the Sarrel maximum in effect for the preceding year. 
The COMMISSIG:ER; Does thet apply to all these 
ficures 7 


Mr. KELLOCK: It does to the preceding figure, 


but it would not be correct because 55 was the number 
of hours in force at that time. | 

Vr. WHITELEY: Is 48 hours the maximum now ? 

Mr. BEAUREGARD: The maximum in previous years 
25 was 55 but since august 5, 1935, it has been 48. 

ir. WHITELEY: Outside Montreal 7 

ltr, BEAUREGARD: In the whole province. 

The COMMISSIONER: Then the correction I made 
Was not quite accurate referring to the Montreal 


columns, that also applied only to this last year. 
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uae Kir, KELLOCK: Yes, Taking the 12.12 figure ang 
the 11.20 figure which ny friend has under the 
heading Province, if one figures that on the basis 
of 48 hours it should be o10. The exhibit has it 
11.20, but it should be $10 even. | 

the COMMISSIONER: Has the maximum of 48 hours 
been in effect since 1959 ? here was some evidence 
to the effect that it was established in 1936. 

tir. AsLLOCK; As we have stated it, the 48 hours 
was established as the legal maximum working week 
and it is not correct as we have put it. The rates 
that were established as legal hour rates in the 
1955-56 period were estavlished on the basis of a 
45 hour week, so thet that is the only place whe re 
48 hours comes in. if 48 hours were worked it 
would result, in Sontreal, in 12,12 per week and 


outside in.S10 a week. 


aMISSICANR: Sut there ig nothing to 
prevent the mills working 55 hours. 

Mr. KELLOCK; No; but the minimum rates whieh 
have been set has been fixed, so thet if 48 hours 
were actually worked, then these figures per week 
‘would be earned and the minimum hours rates per 
week are set on that basis. But there ie noth ing 
to prevent the mills working beyond that time. The 
ieft hand coiumn or that table shews that in each 
case what was actually paid if 48 hours in each case 
had been actually worked; but in Montreal only 39 


hours were worked throughout the period. Asa 
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matter of fact it was just a two weeks period taken 
by Mr, Franeg to ascertain these figures, so that 
the average wage whieh was actually paid in ‘ientreal 
would be 9.38 and outside 9.57 in the sample period. 
But if 48 hours had been worked the wage thet would 
have been paid would have been 12,12 in Nontreal. 
they are computed on a weekly basis. 

The COMMISSIONER; But they have reference to 
earnings per hour. 

Mr. KELLOCK: Yes. I shall show in a moment 
that these are higher than the legal hourly rates. 

The COMMISSIONER: The orn ? 

Me. KELLOCK: Yes. In Montreak the ectual basic 
rate is 12,12 per week but, as 1 pointed out in 
connection with page B2, the legal minimum for that 
district is 10,78. 

The COMMISSIONER: Where is. that 10.78 7 

Mr, KELLOCK: It is on page 122, the average 
in the left hand column. fhe 9,19 compares with 
the $10 on page 25, so that the basic rates are 
well in excess ef the legal minimum, and any short- 
age as between the actual earnings of $.38 and 9,57 
and the legal minimum per week of 10.78 and 9.19 
is due to the fact that a short week was wo ked in 
each case, if one takes it on a purely hourly 
basis, taking the figure I gave in dealing with 
page 122, the legal minimum per hour in Montreal 
22,45 cents, the 9.88 per 39 hours works out at 


25.5 cents per hour, In the same way in the provinge 
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the 19.15 is the legal rate per hour on the average 
basis, and the 9.37 works out, for 45 hours, to 
20.8 cents. Ur. Franeq testi fica that textile wage 
were better than the average outside ‘iontreal and 
somewhat Lower than the average in ‘iontreal, and the 
is set out in Exhibit 759, which was filea. Ry 
friend refers to the evidence of <r. Yrancq, at page 
124, where he testified that $12 was what the board 
regarded as the more or less ideal basic wage. 

The COMMISSIONER: He says: 

"Ze established our cost of living budset 
at $12 per week; we compared wt it with the 
cost of living budget get by the Minimum “age 
Commission of Ontario, and came to the same 
conclusion.” 


He said they estimated that it cost a woman 


@lone 912 a week to live in Montreal. 


Mir. KELLOCK: That is correct. in comparing 
that figure with the rates thet were actually esta- 
blished, taking the sm average rates again at page 
122, of 10.78 and 9,19, I would point out to Your 
Lerdship that the Minimum Yage Soard was established 
in 1925, and te a cash budget cost of living of 


$12 per week, in 1926, the following year, would 


in February, 1936, have shrunk to 9.65. 


The COMMISSICNER: Was the calculation made as 


leng ago as 1926 7 


Mr. KELLOCK: At the time it was established 


in 1925. xx At page 124 the evidence is set out 
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and this statement appesrs: 

*This budget was set for female workers 
at the inception of Somen's Minimum Vage 
Commission.” 

That was in 1925. 

fhe COMMISSIONER: and you. say that tha t.ficgre 
can be now reduced to how much 7. 

ir. KEELLOCE:.To 9.65. So that in setting the 
rates that Ciatinnite force, my submission is that 
the board cannot be regarded as having filled its 
functions unless the rates they bave pow set are at 
least equal to or in excess of the subsistenee level. 

‘The GOMMISSIONER: When you give 9.65, im rolati 
to what period do you take that figure % 

Mir. KELLOCK: As between 1926 and February 1956. 

fhe COMMISSIONER: I have an impression that it 
is geing up. 

Mr. KELLOCK: The last available figure that I 
had at the time was February 1956, and that would be 
the time when the new rates were set by the Vinimum 
Wage Board. In effect, they were set a little in 
advance of that, in August 19355. So that the rates 
actually paid in the provinee are in exeess of the 
legal minima in eath ease, and in excess of the cost 
of living budget which was established by the board. 

fhe COMMISSIONER: Twelve dollars ras establishe 


for Montreal. 


Mo, KEDLOCK: Yes; it would be less outsidé. 


I eoue now to page 131 where my friend has a section 
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headed High ‘ages. it is really a coviparison of 
the various occupational rates in Ontario and quebec 
and in the northern and southern states, and that 
page is followed by 4 wan ber of pases wherein my 
friend sets out the exhibits, up to page 134, dealin 
with the rates prevailing in Onterio and uebee and 


in the northern and southern states, 


i 


As fer as 1 can see, there are only two oceu- 
| pations in those tables that carry all the way 
5 through,. and it is difficult to compare the rates 
aor out there without assembling the figures, This 
I have done with regaré te two occupations that are 
common, and I should like to diseuss that for a 
15 moment or two. i would take speeder tenders and 
weavers. | 
The COUMISSIONER: You are speaking now of the 
mills. 
Mr. KEILOCK;.Yes. 
a 20 The COMMISSIONE : Where are the figures given ? 
| | Mr. KELLOCK; 1 am referring to page 154. I 
have assembled the result of these three pages in 
one tabié, which makes it easiér for purposes of 
comparison. i have prepared a table from the 
25 exhibits whieh my friend sets out in his factun. 
The COMMISSIONER: Fran what exhibits ? 
Mr. KELLOCK: From Exhibit 1501 and 1302. i 
have a copy cf this table for Your Lordship's use; 
I regret I have no others, 


The COMMISSIONER: We will make this a new 
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-nerth it is 46.5 and for the south $1.5. In 1930 


_ The north had declined to 45- ra and the ucath was up 


slightly to 52. in 1933-34--and this: is before the 
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a. KELLOCK: taking speeder tenders, the rate 
in Ontario in 1926 was $1.8. These are the rates 


per hour. In Quebee the figure was 26. For the 


the Ontario rate Was 7s 9 and the guebee rate 26. 8. 


NRAw-Ontario — had declined to 26.6 and quebec was 


27.4; and the north had declined drastically to 29. 6 


and the ntecsh similarly to le 5. 

the COUN ISS Kt SNER: Quebec had gone up. 

urs KELLOUSs Yes. ‘The north had declined very 
markedly, and the same with the south. In 1956 


Ontario had gone up to 28.7 and Quebec to 28.8, and 


the north had come back to 45,5, which is still less 


than in 1926, while the south had come back to 36.7 
which was in excess of the 1926 rate. In the ease 


of females in the seme category, in Ontario the 1926 


pate was 28.1 and in .uebec it was 24.9; and in the 


north it was 39 05 and in the south # 27.5. By 1956 
Ontario had deciined to 26.8 and quebee to 25.5, 

pnd the north was 36.3, while the south had gone up 
slightly te 26.9. BY 1933-384 Ontario was 27.4 an 
and Quebec 26.4, and the north was 24.9 and the sout 
19.6. In 1936 Ontario was very much the sane, 

27.2 and quebec was up slightly, 27.2; and the north 


was 40.4, which was slightly above the 1926 level 


and the south 35.3, which was the highest it had 
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been during the period. 
| Taking weavers, in Ontario in 1926 the rate 
was $1.5 and in guebee 53.5; in the north it was 
46.7 and in the south 65,2. By 1950 the ontario 


rate was 57.5 and the .uebec rate 56.1, and the nort 


had declined to 46.2, while the south was up slight; 
to 54.9. in 1955-34 ontario was $1.1 and iyebec 27, 
and the north was 29.9 ent the south 23.8. In 19356, 
Onterioc was 32.4, which was higher than in 1926, and 
F ig _ Quebec was 50.5; the morth was 44.2, which was still 
below the 1926 level, and the south was 40.3, which 
was again above. 
‘In the case of females, in 1926 the rate in 
- Ontario was 28.8 and in .uebec 27,7; the north was — 
42.8 and the south 29.8.  . By 1930 Ontario had ad- 
vanced to 52.7 and quebec had declined to 27, and 
the north was 42.6 while the south was 31.9. In 
1955-54 Ontario was 27.4 and. cuebec 25.8; the north 
> 20 | had again declined drastically to £8 and the south 
| similarly to 21.5. By 1936 Ontario had reeovered 
somewhat to 29.5 and .uebec was 60.6; and the north 
was 45.5, which wae slightiy above the 1926 level ané 
the south 58.4, which was above the 1926 level. 
25 Thetis perhaps a sufficient comparison without 
running through the other two, and as between 1926 
and 1936, the significant point is that the only 
marked change had been the bringing up of wages in 
the’ south closer to these in the north, so far as the 


’ | United States is concerned, and as between 1926 and 
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1930 generally speaking Canadian WS20eS were incroase 
while United States wages remained constant, As 
between 1926 and 1933-34 the drop in Canadien wages 
was comparatively insignificant in relation to the 
% drop in American Wages, which was very drastic; an 
over the whole period Canadian Wages were notice- 
a bly stable, while the American figures fluctuated 
widely, 

I have preparéd a @raph which deals with these 
two classifications that have been discussed, and 
it discloses very graphically just wheat I have said 
~«the great drop in United States wages and the re- 
covery end the comparatively slight decline in 
Canadian wages and the more or less stable level 
which they maintained, These comparisons may be 
useful to Your Lordship. 

When one bears in mind the advance in real 
Wages which took place in the period betweenl1926 and 
1956, it is very evident that where there was an 
immense decline in the Unitea States rates which 
were followed to some extent by Canadian rates, 
nevertheless the advance in real Wages more than 
compensated for any actual fall in the nominal or 
actual wages paid. 

If I may refer to page 135, my friend 
starts off by saying that Exhibit 1501 gives the 
average hourly earnings in the cotton section, and 
he uses that for the purpese of getting at the weekly 


wages paid in the case of mills. But in order to 
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| ‘do that he takes the same false basis of 4& hours 
whieh we discussed last week, and which is wrong 
even a5 applied to females. 
The COMMISSIONS: boes this apply to beth ? 
Mr. KELLOCK: Yes, to both males and females in 
both provinces. Now my submission is that basis 
is entirely wrong and thet page therefore gets us 


nowhere and one cannot drew eny cone lusion from it 


at all. My friend ecomperes the result he gets with 
a 6 the 12,12 basic actual wage paid in the Pontreali di 
trict. What the purpose or the value of that ea- 
parison is I do not quite know, but in any event 
the ficure he uses is arrived at by the use of a 

ae figure which is quite wrong in itself. Then on 
page 126 he uses the results that he has arrived at 
“on page 155 to compare again with the 12.12 which 
is the actual basie wage paid in Montreal. What h 
has done, after having got the first table on page 
? 20 135, whieh IT submit is wrong, is this: He adds up 
the column and then divides by 9. Taking the firs 
eolumn the total is 114.07 and he divides by 9, whi 
isthe number of categories dealt with, and he zets 
912.66 which is the first figure on page 156. “ven 
4f the table itself were correct, and I submit that 
it is not, I submit that you cannot get the average 
wage paid in any case by dividing by the number of 
-eategorices. That entirely ignores the number of 
wage-earners in the group of categoriés there. 


Mr, WHITEBLEY: The figure for quebec, 11.19, 
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happens to be exactly half the wage paid as given 
in Uxhibit 1525. 

irs KELLOCK ; For mills in quebec 7 

Mr. WHITELEY: It is heaif the wage paid as given 
in Exhibit 1525. 

Mr. KELLOCK: It is a fortunate accident so far 
as my friend is concerned; that is all that I can say. 
My submission is that you simply cannot do that. 

You may shut your eyes and put your finger on the 

r) ~ right spot, but it does not show that the method whi 
wy friend has adopted is correct, even if it does 
happen to coincide in one particular case, because 
he uses the 42 hour figure, which I submit is quite 
a wrong on any basis. it does not apply to males at 
ell, and he uses it to get at the weekly earnings 

of males, and takes simply the average of that and 
compares it with the actual basie wage paid to women 
in wontreal. where that gets us 1 do not know, but 
? 20 my submission is that the conclusions and the com- 

| putations thus given are erroneous and do not advance 
matters at all. He gets a long way from where he 
starts taking the 42 hours a4 week and taking the nin 
categories, He gets nine averages. And it is the 
25 same for females. He adds the two together and 
again divides by two, which gives a supposedly arith 
metic average, but it ignores entirely the number 


of males and females employed in each ease; and then 


he adds the Ontario figure so arrived at to the 


r - 


~uebee figure so arrived at end obtains a presumably 
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Ganadian figure. That computation is erroneots on 
the assumption he starts it--the 42 hours. But even 
it that were correct the method he adopts is quite 
erroneous. 

fhe next matter I want to refer to will be 
found at page 145, where my friend has a4 paragraph 
in the middie of the page. 

The COMMISSIONER: You are referring to the para- 
graph headed Quota of tmphoyment and Quantom of Wages 

er. KELLOCK: Yes, My Lord.’ He says: 

“Maintaining employment is not all. The 
quota of employment anc the quantum have yet to 
be tonsidered. Having regard to the egreement 
to which the country and the industry were 
“parties in 1878 and formally renewed in 1930, 
having a regard also to the privileged position 
of the industry one has reason to expect that 
it will maintain employment to the greatest 
possible extent, from the double standpoint of 
the number of employees and of the wage levels, 
and discharge that obligation more conpletely 
than industries operating in a free market.” 

It has been assumed all the way through this 
inquiry that the textile industry is on a pedestal by 
itself, that it enjoys a sort of privileged position 
that no other industry in the country does enjoy. 


The COMMISSIONER: I do not take the language to 


| mean that. The privilege consists in this, that you 


have deprived the cofisumér ofthe right to buy on a 
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free trade basis, and under protection naturally 
they have to pay + hipher han But that privilese 
applies to Sve industries as well. 


MT, KELLOCK: Qui te so, “My Lord. But I am point 


on 


ing to these words particularly: 
"and discharge thas obligation more com- 

‘pletely than industries operating in a free 

ands dregh 

whe CGDEIRRSONER : I take that to mean any in- 

y 3 4 dustry that has no protection, if there any such 
industries. 

Mr. MeRUER: There are pienty cf them, 

Mr. KELLOCK: My learned friend says that there 
are plenty of them. I have been leoking for the 
decision which my friend quotes, not as a matter 
of law, but to show what ir. Justice Miington said 
as far back as the time that case cane up. A 
the bottom of page 298 of Mr. ucRuer's brief the 

) 20 Sorgen of | iPe Justice Iddington is given in regard 


to sae Weidman and Sheragge ease. 
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o'  I4 mey be esked how con prevention or lesse}- 
ing of competition oF attempt thereof be an eyil 
when the fect confronts us that the whole busines 
fabric. of Cenade is founded on restreint of 
competition?’ "-- referring to teriffs. 
My submission, your Lordship is -- my,.point is that . 


I doubt it one cen discover an industry in Ceneda i 


which is operating, as my friend says, in a free mark Ite 
In the very next peragreph, ay lord, my friad says ] 
10 F "to what seteasataa the textile menufec turer, highly 
protected and controlling the merket"-= | 

_ THE COMMISSIONER: Well, thet is 90g controlling | 
the textile markete 


MR, KELLOCK: My submission, my lord, is -- 


15 
THE COMMISSIONER: Not 100% in every case; I have 


the figures 
MR, KELLOCK: Then, on page 144, the next page, 
my lord, my friend has e peregraph in the middle of 
the page there, and the argument seems to be thers 
z that wages should have gone up after the 1950 tariffs 
My friend seys that the selling price went dom, and 
| they should have gone down in view of the decrease | 
| the consumer's ability to pay» Hew meterial and 
fe interest. cherges had, of course, to be met, and one 
would gather from my friend's argameit thet these 
extre cherges hed to come out of the cepital resource 
and perhaps sealery deerecses, becaise if the price 


goes down and rew meterial and other charges remain 


the seme where is the increase of wages to com out pf 


unless it is not to come out of salary decreases and 
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capital, end my friendtg returns +t the charge there i 


the lest sentence in that paragreph that there was a 
redus tion in employment sinee 1930, Now, I have aires 
dealt with thet, my lord, My submission is thet charg 
ought never to have been medes The evidence is quit 
the contrary, and there is another aspest of that which 
I ghould like to mention now because it underlies the 
ergument of both my friends all the way thr cugnts | 
The argument is, my lord, either stated or as sumed 
thet in 1920 the textile industry esked for increased 
protection and got it end that nobody else got any 


benefit from that except the industry itself, which 


would be the shareholders. Now, of course, that is 
quite erroneous because, in the first plese, employmen 
15 || was im reased, and the very object, the prdmary object, 
in my submission, of the imresse in teriffs which was 
granted in 1930, was for that very purpose. iy frie: 
have set out in their briefs the lmguage of she Prine 
Minister which states that very thing, thet those terififs 
’ “ were at en emergency time to provide edditional employ 
ment when the governments, both Dominion and frevincia 
were at their wits wale to teke cere of the rising un 
ployment and rising relief costs, and the primary objeqt 
of those 1930 tariffs was to provide additional employ 
rm ment and they were successfuls 
MR. MeRUER: Thet is not true in the cotton indu st 
WR. KELLOCK: My friend was not here, and my frien 
apperently es not read the evi dence, My friend won‘ 


aco me the canpliment of resding my brief, If my frieid 
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reads my factum the evidence is set out there and 
analyzed, and it does establish that very thing. 

MR. MgRJER: In the cotton industry? 

MR. KELLOCK: Yes. 

’ MR. MeRUER: Dominion Textile, their employment 

was dowWne s 

MR. KELLOCK: My friend is talking about a parti culer 
thing. I am speaking 56st the industry. The promisie 
was mede by the industry and the promise was carried 
out by the industry. Wow, when my friend refers 
to et. eotton industry, es your lordship recelis, 
there wes a decline in the index between 1950 end 
1923, bat by 1954, even in the cotton industry, the 
whole ground hed been recovered and exceeded. The 
index in 1930 was 8446, and by 1933 it hed declined 
to 75, but the following year it hed recovered all 
the lost ground and gone up to 8848, which is approx 
im tely four paints above the 1950 figures 
” MR. MgRUER: The numb er of employees in the 
Dominion Textile Company wes less in 1935 than in 1944, 

WR, KELLOCK: I am noe telking about the Dominio 
Textile Compe nye I em talking about the cotton 
industry eee a wholes 

MR. MgRUER: I don*t know what you have got in- 
eluded in that 

MR, K@.LOCK; I have got all the conpsnies and 
all the employees in the cotton industry, and we are 
telking ebout the industry. We ere not speaking apout 


an individual e anpeny My submission, my iord, is 
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continued to make losses, 


States was insignificant, 


thet all the wey. through my friend's argumamt these 
1930 teriffs are set up as though they had been 
asked for by my clients, were obteined and they 
resulted in benefit to my clients and nobody elses 
Now, my submission is the primry purpose was to | 
benefit the eountry by inc reasing employment, arm 
tha t purpose was atteined, and the gountry got 
value for these increases in the way of imreased 
employment in the industry itself, and, of course, 
in meinteining employment in the other industries 
which impinge upon the textile industry sil the tine, 
by purchases. from the other industries, and in the 
tremendoug millions of dollers which were peid for 
wages since 1950 heave mainte ined and increased 
purchesing power in thet time, end that one cannot 
* ale at. the increase in tariffs which was grented, 
which were edmittedly mede in 1960, and simply look 
at it from the stendpoint of what that meant to the 
._ textile industry, end gay thet the industry itself 


benefited and nobody else dide My sabmission is 


benefited, and in the illustretions which I gave 
your lordship on Fridey there were mmy companies 


in the industry which did not benefit eat all. They 


So far as eny deercase in uominal or actual 
wages in the period, my friend refers to that, end 
I just cover the ground which is semperatively aell 


and as compared with whet took plece in the United 
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the purpose of it was attained, and the country iteelf 
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the same lerge recession — plese in Great Britain 
in the same period; I csnnot giwe your lordship 
the figures but in Caneda they were compearstively 
smell end were more than compensated by increased 
purchesing power in thet time, 
Then, if i mey refer your lordship to page 148 
of my friend's brief, the second peregraph down, 
the first two gentenees; I em not criticizing but I 
went to refer to this beceuse I think it is en 
admission whieh my friend, “r, Meter, in his ree 
throughout his brief entirely overlooks, My friend, 
Mr, Beauregerd, says: 
"It is destructive conpetition that meintains 
wages ate low level, hen responsibility does 
mot rest with foreign competition, it lies with 
domestic competition waged at the expense of th 
worker"-- 
Now, Ihave ceceasion, my lord, to refer to thet leter 
One - 

THE COMMISSIONER: Whet competition is Mr, 
Beauregerd referring to there, competition in the 
selling prices of the articles? 

MR. KELLOCK: Yes, my lord, I assume 30. 

MR. BEAUREGARD: Competition es to the lowering 
of the Wegess. 

.- THE COMMISSICNER: You have two different things 
in minds | 
MR. KELLOCK: Well, I don’t follow my friend, nay 


lords 


_ ad be , erty San le 
i 
Crete ace? ean - 


ie oo eee 
atet ive tee ab site oer aotgseset opt mes est 
 gidetuof se0y ewig goatee 1 ;bolieg: men ant al 
visviteusqms oTew yadd sisae9 af tud aevime it odd 
feenetont yd bet eumequos nade exom etew bag {fone : 
sett tot af nowoq ythessto1g 
B3i ensg of qcidahtel «soy teTot pam Ph won? 
“ob dqe'tsetan baooee eit ,teftd py’ Smelt? yo 19 
t ta¢ autefelsixe toa we E jeeenetnew ond tol? osta 
‘gta ef #2 satds I saoneed vide of ustot each nals 
frminapae eid al 1658 olf a ~bitoitt ya colan nolee!xte | 
Stel yk arioe Lte¥0 ylertiine totais etd twodgeo 103 
jayse ,Steyotaaet eT 
axfstefes tedd molt iteqroe ov i¢aetteed ef gL? 


aseh yfhildtececeed nai ,ievel wol 2 ts seQeN 


Athy eof! $f jwottitecroe aytewi dtiw deer tom f 
sig To caHaqxs sad te Souew Boltifeques aitesmos i : 


“gta! #249 of totet of ,bt0L yo jsokaeese evadl rou 


sr af ROLtitequoe ted¥ /SRMOLGRTEMOD ME : 
edt ni aciditeqmoe oo tens ot guitse%ox: basaotspel 
‘Tasleirie edt to ssotte galifos 
pole Weciien’ I Deel yg aet ano oR | 
: Bitiverol orit ed Be NODES YAS: GEE: AM 
iim 0) ate itedh* teetes Tet. eaepee ou 10 
agabdd sae arith owe oved.s0F SMOLEALIN00 BHT 


ek er AT eB ae Z i 
ws gt... Pete aebest wer emia ye S Of 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPCRTER 


* 
TORONTO - CANADA 163 B 5 


, My friend says it is destructive cometition and the 

competition -- 
pene (CGMaEISS TONER: I do not understend it to mean 
| the competition thet = are telking ebout, 

5 haa BEAUREGARD: ‘The ecoupetition thet is referred | 
to in the evidence of Abbe Cote, It is a cut throat 
game by all the companies to see which will pay the 
lowest price, Thet is why he asked for a minimus, 
lie asked tor e flocr under which the company will not 

’ 10 MR. Me RUER: The company in the labour merket, n 

in the fabric markéte 

2 nt aes Fg Thet is, going eround from 
plese to plese, going where there sre more pecple and 
larger funilies, 

MR. KELLOCK: My lord, once an industry is 
established in a particular piece a 

THE COMMISSIONER: Anyhow, thet is the caupetiti 

Mr, Beauregerd is weferring to, and there is no use 

meeting it by talking absat another kind of competiti 

J | i | _ MR. KELLOCK: My submiss ion ebout it is, if 

that is what mm friend meen end I accept wet. my 

submission is that is non-existent, ‘thet if an indus- 
try is established it is established. Its capital 
is there end it cannot pick up and go some plese else 

THE COMMISSIONER: They did. One plant moved 
from Verdun to Sherbrookes 

UR, EELLOGK 5 puat was one mill, 

MR. Mg RUE RB: They closed seven or eight mills 
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lowest market existed. 

| MR. KELLOCK: It is overstating the case to sey 
tin t happened merely on account of lower wages, rn 
company which owns several mills will consolidates 
them in one or two loeations as opposed to the crigin 
five or six for the purpose of all the benefits which 
come from heving it sll under one roof, 

THE COMMISSIONER: Ig not this one of the benefits 
the t they have in mina? 

ME, KELLOCK: I think so, in thet case; thet is Ce 

THE COMMIS IONER: Whet you are doing now is 
finding feult with Mir, Beauregerd'’s jratenent, but 
there it is, 

MR, KELLOCK: The only thing I want to say about 
it ig that sort of competition must be very very limited 
and only open rm a company which has one or more plen 
in different places. it is not open to an industry 
whieh has one plent in one ple, It cannot abandon 
its capital expenditure in one plee end go off to s | 
slese else, end if one takes my friend's language and 
applies it to competition in selling prices it is 
absolutely true, in my submission, 100%, 

THE COMMISSIONER: What do you say about selling 
prices? : | 

MR. KELLOCK: if you apply-= 

THE COMMISSIONER: You say there is destructive 
competition in wel Ling prices now? 

MR. KELLOCK: I don't know about thet, but I am 
going to refer your - Lordship oo 


THE COMMISSIONER: I heave no evidence of it, 
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, MR, KELLOCK: But there is evidence, my lord, 
that in the years 1922, 1935 and 1954 in certain 
branches of the industry there was destructive com 
petition and destructive selling prices; in fact, I 

5 going to refer your lordship to that specifically 
a little leter on, 
fhen, my Lord, the last thing I want to mention) 
in my friend's brief is on page 166, where my friend | 
sets out the evidences desling with « istter which was 

; 10 sent by Mr, Berry to Mr. Lundy, end includes a sta nt 

mede by the Dominion Textile Company Limited, Now, 


thet hes no spplication beyond thet particular comp 


The evidence is thet Mr, +undy -- 
THE COMMISSIONER: Whet did Mr, sundy do with tint 
a Letter? 
MR, KELLOCK: Nothing, my lord, so fer as I know, 
THE COMMISSIONER: Lt was not published any ples 
else. 
| MR. KELLOCK: He simply wes in Mr. Berry's of fi¢e, 
J cg sew the article ani asked for a copys 
SiR. Mg RUER: The chairman of the board of 
Penmeng is the same man as the chairmen of the 
Textile Companys 
THE COMMISSIONER; The cheirman is what? 
MR. KELLOCK; What significance has that? 
MB.MgRUER: The chairman of the board of Pemmans 
is Sir Cherles Gordon, 
MR, KELLOCK: I don't see the significance of 
30 that. The evidence is Mr, :-iuna y wes in Mr. Berry's 
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ty | office, sew ‘the article there and esked Mr. Berry 
to ‘send it to hin, Ke sent it to him. “That is 
the "beginning re end of ‘ite te fa not the view 


of anybody else except the writer and was never 
5 adopted by anybody else so far as the industry was 
eoneerael. Your lordship will find that evidence at 
peg 08 ‘9745 and 9744. | 
THE COMMIS sSIONER: Pages what? 
MR. KELLOCK; 9743 end 9744, 


? 10 “MR. BEAUREGARD: Pege 167 I think fairly expleins 


PON ae 


the position. 
MR. KELLOCK: 167? 
MR. BEAUREGARD: 167, 
THE COMMISSTON ER: That is the evidence at Sher- 
mie | | 
| MR. BEAU REGARD: No, my lord, I am referring 
to the fact aw tee notice in the newspapers I say: 
| "This refusal to enter into conversations is all 
the more to be deplored as it comes from the 
fs lerges? aelaee, end the fact it hes been 
| conannies tot to the other employers by the Tex- 
tile inet tute! s gearctaxy indicates en intenti 
to have the seme sa tae adop ted thr oughout 
95 | ‘the textile industry." 
There was no reason, eas “fer es e Gan see, why this 
letter should be oenmuiva ted to lr. Lundy who was 
with Pemans in On tarie, Thet was a notice thet was 
ta expressly febricated for the Sher brooke people, 
30 and conveyed to them through the medium of the press, 


There was no reason to yelsase that. news from Sher broadke 
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to Penmans except to have the people there adopt this 


point of view. I camot see seny other reason, If 
there is I will be glad to hear of it, 

MR, KELLOCK: This may be a feulty trenslation 
on page 167, my lord, the part my friend just reaa -- 
“and the fect it has been canmuniceted to the other 
employers"== plural; there is no evidence of that. Th 

| only evidence is, as I mentioned to your lordship, 
Mr, Lundy wes in Mr, Berry's office and asked him to 


send him a copy. It got to no other employers. 


10 
> MR, BEAUREGARD: He was interested to KnOWs 


ME. KELLOCK: Thet is a wrong translation, isn't 
it? 

MR, BEAUREGARD: I don't KNO We 

15 MR, MgRJER: It wes sent out by Mr, Berry as sort 

of a circular, 

MR. KELLOCK: It wes not, excuse me, that is not 
the evidence at all, 

MR. MgRUER: Went out from Mr. Berry's office; 

> 20 it didn't come directly from Dominion Textile es 

something to tell Permmans, but came from the office 
of the secretary of the associations 

MR. KELLOCK: IT have just expleined whet the 


evidence is; Mr. Lundy was in Mr, Berry's office, saw 


> | ele clipping there and asked him to send it. I hed 
better read the evidence in view of the -- 
THE COMMISSIONER: Yes, read the evidence, 
MR, KELLOCK: -- of the importence my friends put 
. " upon this, 


THE COMMISSIONER: Whose evidence is this? 
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‘MR. KELLOCK: The evidence of Mr, Lundy, at page 
9743, Line 28, my friend, ir, MgRuer, exemining-- : 
"Qe I Sey do you know why Mr, erry took the 
trouble to send that declaration of policy to 
‘A. What date is it? Neh 
a. April 21st? | Peg think I wie in the 
Montreal office of the associstion, which I oft 
vist’. and I don't recall, but possibly there. wi 
a aeus of this La tribune or the subject may ha 
been mentioned, | 
Qe there might have possibly been a lot of thin 
I om asking fer your recollection? Ae I was 
conning ‘te thet 5 
Qs Do you remember enything about it? Do you 
remember seeing it shite’ there? Don't let us g 
into poss iblies; i want your recollection about 
ite A. I cannot recell how the subject e 
up. It wml have been by looking at the paper a 
it aon have phar in the course of conversations 
I expr essed an interest in the matter and asked 
either for & eopy of the paper or a translation 
Now, thet is the whole evidence, Theres no evide 


of this neing sent out as a circuler ietter. There 


8 


is no evi dence of it Se ltaen sent out to anybody but 
—. and og & at re eg § request because he sa 
it there when he was in the office, 


My lord, * went te come back to my om fac tum, 
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: | THE COMMISSIONER: Section "BE"? 

MR. KELLOCK: ‘tes, my lord, 

" The policy of the Cenedien Government since 

in or about the year 1897 has been to provide a 

preference to “ritish goods in the Cenadian 

markete This pelicy reashed its high point in 

1922 when the Sritish-Cenadien trade egreement 

was negotiated and signed. The underlying — 

reison d'etre for this egreenent wes to trensfe 
to British producers end exporters as lerge as 
pessible a share of the business et that time 
being done in the Catiadian market by foreign 
producers and exporters," 

Now, 1 enphasize thet, my lord, because my 
submission is that was the basic resson for what 
took place in 1932 and it only emphasizes the policy 
which hed been initiated in 1697. Now, the results| 
since 1922 are set out in the table thet follows, 

In 1932 the total. imports from Great Britain were 
$106,571,000 while imports of textiles were 
$50,549,000, or textiles were 26,72% of the totale 
By 1955, during the years following the Ottawa 
agreements, the imports had increased to $111, 662,00 
end textiles hed increased to $56,537,695; they had 
gone up to. S32e71%. The increase of 1925 over 1922 
in total was $5,310,711, but in textiles was 
95,987,759 so thaét the increase in textiles was more 


than the totel increase in the imports, and amounted 


to 112¢7Hha 
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oo) Now, compsring 1932 and 1936; in 1922 the 
imports were exectly the same as to total and as 
to textiles, but by 1936 the inerease had gone up 
to °$117,874,000 and textiles $40,594,719, or 54. 44hthe 
The inerease in total of 1936 over 1932 wes $11,506,000 
and in textiles $10,044,000, or en increase Of 87-52/. 
MRe MgRJER: Ido not anderstand that 112%; what | 
is that 112 of? 
ME. KELLOCK: 112%, thet is the imerease in 
textiles, 
‘oPEE COMMISSIONER: There was a felling off in 
some of the other importetions and en increase in 
textiles. 
“MR. MoRUER: There wasn't 112% increase in texti}es. 
MR. KELLOCK: The point is -- 
“WR. Me RJER; Oh, I see, 
WR. KELLOCK: The incréase in textiles was more 
then the increase in the total imports. 
* {he figures underlined in the a bove ta ble 
indieste that between 1922 and 1935 the Caned 
textile merket, while accounting in 1925 for ” 
52.7% of the total imports from Great Britein, 
Was responsible for 112.7% of the increase in 
trade; in other words, that the increase in 
. Importations of textiles from Great Britain was 
more then the totel dnerease of all importation 
from Greet Britain to Canada. Between 1962 
and 1936 the Cemedian textile market, wiile 
accounting in 1935 for 54s4% of the total of 


‘e211 intports from Great Britain"-- 
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That should be 1936,- “while accounting in 1936", 
THE COM{ISSIONER: Just a minute; where is thet? 
MR. KELLOCK: The third line -- I em reading the 
lest sentence, "between 1932"-- 
5 THE COMMISSIONER: 1955 should be 1956, 
MR. KELLOCK: Yes, my lords 


"-ewhile accounting in 1936 for 34,4% of the 


total of all imports from Great Britain, waz 


responsible for 87,52% of the imrease in tg ah 
P 10 | MR. MgRUJER: Does this inelude those textiles t t 
ere free of duty? 
MR. KELLOCK: Yes. 
MR. MgRUER: Like tops thet ere rew material for 
the textile trede in Cenada? 
bi MR. KELLOCK: All imports; there is nothing 
e: myaterious about the table, It is ell imports 
compared with ell imports of textiles, 
MR. MgRUER: If you restrained the flow it would 
be an injury to the textile industry, 
a ag: THE COMMISSIONER: Does anybody know if we 
elimineted the goods thet ere free and take those the 


are dutiable, whet would the result be of the impor 


tations? 
a MR, KELLOCK: My lord, I think I em going to giv 
you some more information on thet as I come to it. 
THE COMMISSIONER: Pardon? 
MR, KELLOCK: I think I heve some more information 
on that as I some to its 
30 ™ If the belence of trade between Great Brit¢in 


end C,nede is to be exemined, it should be born 
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"in mind thet Great Britain should never expect 
to sell in Ceneda within approximetely one hun 
million dollars of the value of the goods she 
buys in Cenede because annual invisible Cansdien 
payments due Great Britein from Cenade enprox imtes 
this figure", | 
THE COMMISSIONER: Just a minute now; alright 
MR. KELLOCK: Then, I am dedling with wool, my lord, 
my friend just mentioned, | 
“Of the total imports from Great Britain of 
textile fibres and their products of $59,461,027 
in the calendar year 1935, wool and its produc te 
and knit goods, altentot to $19,502,507 or 
approximately 50% in value of the tote! textile 
imports from Great Britain. Moreover, the wooll 
end knitting industry in Caneda either through 
purchases from Great Britein for farther manufacture, 
or the import of goods in competition with its 
products, accounts for over 16% of the total impprts 
into Genedsa from Great Britain.” 


is 50% of the totel textile imports and 16% of the 


total imports, 


25 


" Caneda in the calendar year 1935 not only 
bought from Great Britain 12,500,000 square yerd 
of woollen and worsted eloth, but in addition 
1,500,000 yerds of flennels and delaines, 
9,400,000 pounds of wool products, 2,500,000 
pounds of yearn, and 5,500,000 pounds of wool, 
Cenads being the best customer Great Britein 
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| | “has hed for woollen end worsted cloth, either 
“ing ide or outside the Empire, in each of the 
five years ending 1935. The result hes been 
thet menufesturers of woollen and worsted cloth 
in Great Britsin in the calendar year 1935 obta 
40% of the Canadian market for these goois as 

against 56% obtained by the Cisiitins gloth mena 

fac turers. if Great Britain were to get a 

grester shere of the Canadien market for menufadtureé 


woven goods a decline would take plee in the 


imports from Great Britain of wool, wool tops a 
ms hy | 5 4 
The result of the table at the foot of pa 

S of Exhibit 640 shows thet in 1932 foreign 
produc érs obtained 7.5% of the Canedian merket 
for woollen and worsted cloth as serainst the 
British shere of 35.5% end the Cenadien share 

of 57,2%, while in 1935 the percenteges are, < 
Foreign 2elh, British 39,7£"-- thet is the 40 
i heave used in the Preceding paragraph -« 
"Cen adien 58 a 2%, 

The import trade in wool end its produets i 
the celender year 1924 may be summerized as 
follows:= 
(a) Imports of wool not further processed then 
combed trem Geeet Sritain $5, 512 , 281; other Empire 
countries 95,027,252; foreigh countries $77,977. 
Of this inpate wool tops, &@ Ssemi-menufactured ra 


material, Tepibater to $3, 541, 967 from Great 


Britain and $1,280,899 fron Australia, 
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"(b) Imports of wool yarn into Ceaneda: 
Greet Britein - $2,705,683. 
Foreign countries - $54,664, 
(oc) Imporss of wool cloth for"-< thet includes 
woollen and worsted cloth -- 
*.efor the fiseal yeer 1955: 


> Great Britain -$8, 241,807. 


parevenseeerecnineeenc er are 


Foreign countries $359,171, 
“In the first geven months of 1926 exports of 
wool, tops, yarns and cloth from Gres t Briteain + 
Canade increased over the seme seven months of 
1935, as is shown in Exhibit 640. Exports of 
raw wool increased from 2,541,000 to 2,712,000 
pounds; wool tops increased from 5,305,000 to 
5,979,000 pounds; yearns increased from 1,404,000 
to 1,581,000 pounds; and wool cloth incre sed 
from 7,692,000 to 10,015,000 squere yards, an 
increase of 2,121,000 square yerds", 
| Thet is for seven months, 
| "In the first seven months of 1956 Canede 
purchesed from Great Britein a greater velue of| 
semi-manufactured and menufectured wool than 
was purchesedf from’Great Britain by any other 
country in the world, These purchese figures 
include wool tops (no raw wool), yarns, cloth 
carpets, and ere as follows: 
Canada $= «2, 221, 380 pounds sterlin 
Germany §§§§ 1,649,522 . 
Srgentine 1,272,908 


Usof S,Africe 1,211,761 
~ Denmark 1,010, 263 
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"1,000,000 pounds yaaa worth from Great 
Bri tain". 


\ Then, I deal with the free imports, 
MR. MgRUER: Exeuse me, might I ask in reference 
5 to the imports of woollen and worsted cloth, or ion have 
| got wool cloth, the increase from 7,892,000 to 
10,013,000 -- | | 
MR. KELLOCK: Where, peregreph seven? hy | 
MR. Mg RUER: The middle of paragraph sevens 
10 | MR. KELLOCK: Yes, 
MR. MeRUER: Would any part of thet wool cloth be 
| free of duty or would it all be dutisble? 
MR. KELLOCK: Both, | 
MR. MgRUER: Thet ineludes the Light staff, 
= doesn't it? W8hst is the weight of it? 
MR. KELLOCK: Four to six ounces. 
MR. MgRUER: Four to six ounces, 
MR. KELLOCK: It doesn’t, I am told, include 
flennelettes and delaines. | 
> * MR. HALLAM: Thet is a very heavy import; you 
| gannot get the figures in this way. 
WR, KELLOCK: Paragraph eight, dealing with free 
imports from Great Britain, 
’ "Under Cenadian teriffs in existence prior to 
7 1922 no cloth entered into Ceneda from Great 
Britain free of duty. In the calender year 
1935 under Teriff Items 554-C, 554-F, 554-A, 
$56 and 556-4, the amount of cloth which entere 
salt Ceneda free of duty from Great Britain wes 527,468 


pounds, which is estimated to represent appro xidate- 
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"ly 2,221,509 squere yerds of cloth. In regerd : 
Tex riff item SD4 and ex which eloths weighing from 

4 to 6 (08, in the grey are topartel to Canade f m 
Great Britein, the Tariff Boerd in their Report 
Ref, 1, said, ‘The British woollen textile industry 
enjoys a virtual monopoly of the Cenadian ates 
for these fabrics.» The imports into Cenada unfer 
this item emounted to 914,617 pounds, of which | 


901,112 pounds came from Greet Sritein. she 


| 
imports. into Canade from Great Britain represert 
approximetely 2,787,404 square yards, | : 


In his report on Beonomic and Commercial | 


Conditions in Cenade, 1955-1926, by His Majesty’ 
Senior Trade Commissioner in Canada and Newf cundiand, 
be seys regerd ing wool cloth: ‘Canadian and Unit 
Aingdom mills ere in competition in this market 
in prec tically the entire range of cloths, The 
Us_Sedy and other foreign competition is negligib 
That, of course, is subject to the four ve six ounce 
cloth in which Great Britein hes a monopoly in the 
Cenadian merket. 
* 2m” the calendar year 1935, as hes already 
been pointed out, about one- fifth of everythi 
; Canada imported from Great Britain was raw 
material for the woollen and knitting iniustry | 
or goods sold in competition with the Cenadien 
industry, If the size of the woollen and 
knitting industry in Canads is compared to oth 
_ma nufac tar ing industries in Cemda, it will be 


seen thet this industry is elready doing more 
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| "its relative shere of the totel import trade 

from Great Britein, In other words, the wooll 

end knitting industry in Ceneda hes been called 

upon to a greater extent then other Cen edim 
industries, token as ae whole, to make way for imports 


from Greet Britain.” 


i 
| Then, Geelinge with cotton -- 


apnea 


While the Cene@ien eotton industry could be 
. ‘vegertea ag composing sbout 4% of manufac turing 
industry in Ceneda, based on the relative wad Tey 
Ment provided, the imports from Greet Britain | 
which compete with its production form esbout 11, 
of the totel Cansdian purcheses of menufectured 
goods from the United Kingdom in the fiseel 
yeer 1935, iso duty free cotton imports 
from Greet Britain in the fiscal year 1925 
amounted in value to $2,099,420." 
THE COMMISZIONER: Whet ere the duty free cotton 
imports? That is the pare! raw material? 
, zi +, MR, KELLOCK: No, it is yearns, my lord, and fine 
cloths 
THE COMMISSIONER: Yarns and what? 
W@R, EELLOCK: Yarns and fine cloth. 
MR. MeRJER: Thet is not made heres 
MR. KELLOCK: I don’t know what my friend is 
referring to. I em told it was. 
? . ‘THE COMMISSIONER: Ig it made here now? 
MR. KELLOCK: I am not able to answer that offha wd, 
) 30 || my lord, but I will make « note of that. ah 


THE COMMISSIONER: If not, since whem, 
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foe “| MR, KELLOCK: Perdant 
THE COMMISSIONER: If not made here now, since when 
net is, did these egreements kill it? 
MR. KELLOCK: I em told by Mr, Berry, my lord, 


that these duty free cotton imports ere fabrics meade 


5 
from yerns of 100 count end finer, and that since 1952 


| | hey heave not been made heres 


(errno Aan A RST 


THE COMMISSIONER: Fabrice mede from yern-~ 


MUR. KELLOCK: Of 100 count ond finere 


10 THE COMMISSIONER: As well es the yarns themselves) 

MR. KELLOCK: Aa weil as the yerns themselves, lal 

a ince 1952 they ere not made here, that thet market 
ines been teken over by the British impor ts. 


MR. Mg RUER;: Wheat actually happened was thea t in 


whe 1932 conference the Canadien trede said they didn't 


want thet merket. 
MR. HALLAM Kos 


MR. KELLOCK: My instructions ere that was not 
go, that the Englishmen insis tec on heving thet and he 
got ite 

MR. McRUER: A little different statement tian 
I gote 
MR. KELLOCK: Quite differents 
MR. MgRUJER: My informetion came from the other 


25 
. ~ | glides 


| THE COMMISSIONER: If you subtract cotton yarns 
from the two million adollers I wonder if there would be 


much left for fine cloths 
MR. KELLOCK: We have the amounts, my Lome 
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MR. MeRUER:Whet is this exhibit 600, enyway? 
MR, HALLAM: It was en exhibit you put in, 


MR MeRJER: Wheat is it? it was prepered for 


what parpose? 


5 
THE COMMISSIONER: We will take a few minutes 
off HOW « 
-~ The Commission adjourned for a short recess. 
) | 10 
(pege 16410 follows) 
15 
ai 
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| -- On resuming at 12 P.™. 
| MR. KELLOCK: My lord, I will heve that free 
Imports analysed for your Lordship and give you the 
| deteilei> <"$6@¥ing with eotion piece goods: 
"Phe outstanding points in tm cotton trade 
from Great Britain are; | 


(s)Ganada purchased more piece goods from 
Great Britain in 1954, 1935 and 1936 than 
in any other year since the Great var. 
The exports ffom Great Britain to Caneda 
| 10 amounted to 63,821,000 square yards in 
P) 1954 and 59,892,000 square yards in 1935, 
and in 1936 jumped to 73,725,000 square - 
yerds, an increase over 1954 of 16f> 


(b) In 1955 Great Britain supplied 78.8% 
of Canadian piece goods imports, the . 
United States 16.2% end other countries 


She 


(c) Since 1952 the exports of niece zgo0ds 
fran Great Britain to Canada has more 
than doubled ~ from 27,2 million. square 
yards to 74,000,000 square yards in 1936 - 
while at the same time the total British 

| exports to all Empire Countries have 

| 9 remained practically the same, in 
fact, of all the signatories to the agreements 

. Of Ottawa, 19352, only South africa and 

Canada have been of substantial benefit 
to the United Kingdom Cotton industry 
in increasing purchases. 


15 


20 


> 


(4) The best available estimate of the 
division of the Canadian Cotton cloth market 
on the yardage basis i n 1954 is 


Canada s”—s«*734.8% 
Great Britain 22.7% 
Other countries 3.5%" 
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THE COMMISSIONER: Is that the last year you 


have? , 


WR. KELLOCK: ‘That is the last year we have, 


yes, my lorde 
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MR. MeRUER: There is not snything comparable 


| to show the purchasers from other countries, the 
decline in purchases from other countries, 
a MR. KELLOCK: By Canada? 
\ +8 MR. McRUER: Yes, 
MR. KELLOCK: It is right there, 
THE COMMISSION®R: No, the quantum of the declize, 
is not there, 
, - MR. KELLOCK: Well, my lord--- 
4 | THE COMMISSION#R: The percentase of the market 
| eccupied by Canada, Great Britain ami other countries. 
MR,EELLOCK: There is a table which I have 
attached, 
15 - 
THe COMMISSIONER: You are referred to Exhibit 6006 
MR, MeRUER: This Exhibit 600 referred t is 
a Brief prepared by the Textile Institute for the 
| Minister of Finance last June. “hen you tiske the 
, SS reference, Exhibit 600, for these statements it merel 
_refers to a Brief compiled by the Textile institute, 
MR. KELLOCK: And in that Exhibit the original 
| sores is set out in every case. 
WR. MeRUBR: Well, is it? 
MR. KELLOCK: Yes. 
THE COMMISSIONER: Page 2, is the reference here. 
MR. MeRUER: I do not see any reference on page ¢ 


to any source of that information. You see 


303 "See Reference 5," but when you go to Reference 5, 
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that is still another brief that was prepared by the 
Textile institute. — 
wR. KELLOGK: No, it is the soaiie. 


MR. MeRUER: It is part of the sane orlef but ther 


is ROW<- 


UR e ZULLOCK: fhe reference to Statement 5, is 4 
statement prepared by the Tariff Board whien is attacies 
to that, | 

MR. MeRUBR: Prepared by the Textile Institute, | 

MR. KELLOCK: Yes. Is my friend challenging the 


figuras? 


» 


MR. MeRUER: No, but when you make a reference tor-- 

wR. KELLOCK: I subait it has the value of being 
correct and it is in evidence unless my friend says i 
reg correct. 

ME, MeRUER: I eerteinly de not youch because I 
put in a brief that came from the Textile Institute-- 
wR. KELLOCK: I do not think you put it in. 

THE COMMISSION®R: The point is whether or not 
in respect to other countries you can tell us what % 
3.5% means. 

MR. KELLOCK: Yes, my lord. Exhibit 1255 has 4 
table which sets out the story from 1926 to 1954, 
and the imports from foreign countries in 1926 
were, in millions of yards, 44.5, and percentage 
of the total is 1L4e2%s That is 142% 
of the Canadian market. Tn 192% the imports were 


552.5 millicus of yards. The percentage was 16.8 
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In 1928 it was 6461 millions of yards an@ the per- 


centage 13.44. in 1929 it was 7@ millions of 


Tage? 


yards and the percentage was 23.8.. In 1930, 69.2 


millions of yards end the pereentace 21.44. In 1931 
it was 4694 millions of yards and the percentage 13.3.5 
In 1932, Shoe millions of yaras aad the percentage 
iSe1.).. °Im 1933, 20,8 millions of yards and the 
percentaze 7sBeo. - 
> 10 in 1954, 1s millions of whrds and the percentage 
Dae ) 
Tik COVMISSIONER: Yow have 3,54 here. 
MR, 4SLLOCK: . I am teld, my lord, that the 
‘6 figures in my factum were the result of an exact 
survey for that particuler year for the Tariff Board, 
Exhibit 1233 covers a period of years from the best 
availeble sources covering that period. 
TH COMMISSIONER: ho compiled 1253 - the same 
people? 
| MR. KELLOCK: . My clients did it. 
THE COMMISSL NER: -However, there is a discrepancy 
ia there of. ljhs. 
96 MR. SELLOCK; There ia, my lords i see, my 
MRer#S2206K lord, in that paragraph, "The best 
available estimate." 
Well, inthe ease of cotton yarn: 


"In 1935, Canada purchased more cotton yarns 


from Great Britain then in any previous year. 


The British Exports to Canada in 1935 were 
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4,545,800 pounds, an increase over 1952 of 
“120%5 
Great Britain supplied 92.434 of censdian 
cotton yarns impert in 1935. 
-- fhe Tariff Board report that in 1934 the 
Censdian Market for cotton yarn for sale was 
divided 
Canada 7 * 81.6% 
Great Britain, 17414 
Other countries, 1.3%" 


THE COMMISSIONER: Now, then, do I umierstand that 


reading “(b) and (¢) together that Great Britain fur- 


| aished us with 17.1% of the cotton yarms in 1934 and 


thet jumped to 22.3% in 1935, is that right? 
“MR. KELLOCK: No, my lord, the 22.5% is of the 
imports. | The 17,1% is the share of the market. 
THE COMMISSIONER: Oh yes, they ied We different 
thingss 
MR. KELLOCK; Yes, two @ifferent things, my lord. 
9295% Simply shows that Great Britain was the chief 
source but when you come down to the share of the 
market, that 92.34 is for 1935, but Great Britain 
had 17,1 of ourmarket in the preceding year, 
Then “artificial silk," in the case of fabrics: 
"Sales of artificial silk fabrie by canadi a 
Mills were: 
Lesa ~22,057,055 yards 


1935 -29}550,187 " * 
—o ™ 
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: In 6 months in 1935 - that is, the first six 
months of the year, 15,668,572 yards. 
In 1936, the same six months, 16,065,196 yards. 
: WR. MeRUER; That is, in spite of the Japanese 


competitions 


MR. KELLOCK: Oh, I Suppose so, in spite of every- 
thinge 
wbut fabric imports are recorded in pounds and 
¢oitain mixtures so that no estimate of the 
division of this market is possible. It is shov 
however, that imports were - 
19353 = 1,127,742 ibs. 
1934 - 1,010,994 lbs. 
1935 - 695,458 lbs." 
Now, those are simply taking all artificial silk 
‘Cyabbee: 
Dealing with the total use of artificial siik 
in Canada, a fair estimate of the ¢ivisica of 
che market can be derived from imported weights, 
and the weights of Canadian production shown 
in Exhibits 731 and 751, this shows: 
In 1933 the imports were 2,918,469 pounds 


and the Canadian production was 6,445,557 pounds, 


25 
and imports were 25.7% of the total and Candlan 
production 74634." 
WR. McRUBR: Do the Canadian production figures 
include mixtures? 
30 


MR. KELLOCK: Wo, thie is only artificial silk. 
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ce | agai 


yarn figures, then. 


| yarns or fabrics = because the word "yarn" is mot acre 


|} at @ll.° It is all artificial silk products". 


| and fabrics and everythiags . The language used is 


| orreet. 

| Canadian product of all artificial silk was 3,445,537 
| pounds? 

| net production, 


| production"? . 


| weight of productions 


MR. MeHUTR: I Know but the imports include mixtures. 


“S GRCRETARY PHITELEY: This is yarn production. 
; silk 
MR. McRUER: No, all artificiah/products. 


SECHETARY WHITELEY: The information is from ‘the 
MR. MeRUER: No, they cid not produce 8,445,000 po 


of yarn, did they? Ts that yarn? 


“PTE COMMISSTIONTR: what are we talking about - 
MR. KELLOCK: It is everything; includes yarns 
THe COMMISSISNER: You tell me that the total 
‘AR, KELLOCK: - Yess 
THES COMMISSIONER: And total importation was about 
MAJOR HALLAM: No, this is set figure, it was the 


TIE COMMISSICNER: Bhat do you mean by “net 


MAJOR HALLAM: Yarn figure is ome figure and cleth 


figure is another, . This is supposed to be the et 


MR. KELLOCK; That isy you do net count the yarn 


in-the fabric twice? 
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MR. MeRUER: You subtract the production of yarn 


from the weight of production of the fabric, 
MR. BERRY: No, ad@ production of yarn. 


MR. MCRUMR: I know but you must subtract them 


I from the weight of the frabrie produced to get the net] 
| preduction of the fabric, | 

MR. BERRY ¢ These are all artificial silk products, 
| whatever used for. 


WR. MeRUEK: Your point is if a million pounds of 


10 


| yern pe yep by Gourteulds that gocs into fabrics 
and you have 5,000, o0e pounds of fabric eventually, 
you will need to take off millicn pounds of yarn or el 
| you have doubled it up. 
: MRe BERRY: The Canadian Plétes is the sum of the 
products of the its mills vinitiaka artificial silk in 
Canadas | There is no possible duplication. ‘gotal 
produets of all artificial silk that aay 
20 I MR. KELLOCK: Whether it remains yarn or becomes 
| fabric, there is no dagtl dation, , 
| THE COMMIT SS SSIONER: How can you have a sua that 
is no duplications Sum means addition. 
MR. KELLOCK: It really means yarn whether it is 
z vdiiidmaiittes fabricated or note 
| THE COMMISSIONER; Anyhow the importent thing is 
| this: You say of all artifiaiel silk products Canada 
| herself produced 74%e 


MR « MeRUER: saat is not a ee re because 


| 2 oe pounés include mixtures and cotton is quite 
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heavy and if there ig --- 


THE COMMISSIONER; Mixtures are governed by the 
same tariff items as whole, 


VR. MeRUER: Yes, that may be half cotton or three- 


5 
querters cotton, for all we kROw, Very likely to be 
a large seactian of it. 
MR. KELLOCK: Well, there are some mixtures and 
to the extent there are nistaxes it does include it, 
a bs THE COMMISSIONER: Hols, 38 the Canadien figures 


it does not include mixtures at all. 
| MR KELLOCK: NO. You cannot separate the 
import figures between cdine ‘aks aad mixtures. There 
15 are beveret items in the tariff whi ch are pure ar- 
tiricial silk wenn | Taere is no other way of 
sompoxins that I know of Now, 1955 -<-- 
THE COMMISSIONER: As a matter of fact, insofar 


as pure artificial silk products are cone erned your 


> ” pereentace is higher than those» Must be, because 
you are off-setting against the mixtures, 
MWR. KELLOCK: ves, my lord, Part of the 
Canadian produetion of yarn’ would go into mixtures. 
25 THE COMMISSIONER: And you are putting them here 
booy : | 
MR. MeRUER; Any part that went into mixtures 
are included here,» 


MR« KELLOCK: The Canadian figures, my lord, are 


S 


Canadian production of artificial silk and when you 


take the yarn you have got everything becaise it may 
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be fabricated subsequently, but those figures there 

are yarn figures and I am not duplicating it by takin 
the figures again when they ere fabricated into fabri 
or woven or knitted or anything of that kind. If yo 


take the yarn production of the two artificial silk 


yarn preduciig companies in Canada you have thé total 


figure of Canedian artificiel silk production and we 
set against that the import under the artificial silk 
item, which do inelude some mixtures. 

Now, in 1935 the igports were 1,971,090 pounds, 
and the Canadianproduction was 13,179,952 pounds, the 
Canadian production being 87% of the total and the 
import 13% and the division of the imports in 
1935 were: United Kingdom 56.5% of the imports,» Th 
United States 20% and other countrtes 2345. 

In dealing with carpets; 

"fhe apparent Canadian market for carpets 
during recent years, from 1930 to 1935 -*recent 


years' means 1934 to 1955, and I set them out below. 


Canadian Importantions Total apparent 

Production 4% Invoice value marke te 
1930 $4,801,066 $ 2,371,971 $7,175,057 
1931 %,51@,511 710,971 4,229,482 
1932 2,109,526 320,154 2,429 4466 
1935 2,195,849 | 419,682 2,515,531 
1934 3,149,198 573,760 —3, 722,958" 


ané in 1935 the import, it should be, --- 
THE COMMISSIONER: That is right, "These imports 
in 1935 were divided ---" 


MRe KELLOCK: I have not given your lordship the 
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) dollar value in 1935.4 
MRe MCRUER:; How do you get the percentages? 
THE COMMISSIONER: ‘These are only the imports. 


Mike KELLOCK; Tae reason 1 cennet give your lordshi) 


> || the percentage of imports in 1935 and aid not include i 
in the above table is that I <id not have and cannot ge 
the Cenadian production as yet for 1935, 
These imports in 1235 were divided between; 
. Great Britain. 57 02% 
> Me British India 25014 
Foreign countries 3947%" 
I am asking your lordship te strike out the next 
paragraph, paragraph 17s It is garbled. 
THE COMMISSIONER: well, we won't look at it. 
od MR. MeRUFR:; That is about the competitive set-up 
of the Canedien mills, 
MRe KELLOCK: No, my friend is not right. 
THE GOMMISSIGN&R: Ne use discassing its 
> 20 MR. KSLLOCK: I am dealing with the Nature of Impor 
Sanpetiticn: 
in addition to the figures on imports as 
detailed in preeeding paragraphs, some attention 
hust be paid to the nature of the competition which 
25 


the. Ganadian industry receives from British 

and foreign couutries. Coumercial dumping is an 

aspect of import come tition which has had to be 

provided for in Canadian Customs law for meny years," 
30) tie COMMISSIONER: You mean "provided acainst"? 


MP. KELLCCK: "Provided against in Can=dian Customs 
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) law for many years,” 
"fhe first Canadian laws in regard to this 
aspect of international trade were introduced 
by the Hou. Mr, Fielding, Finance Minister 
5 


of Camade, in 1904, and introducing 
them he stated, referring to aanufacturers in 


ether countries: 


They are not worrying about the good of the 

‘ < peophe of Ganadae They send goods here with the 

’ hope and the expectation that they will crush 
outthe native Canadien industries, and with the 
Canadian industry erushed cut what would happen? 
fhe end of cheapness would come, and the 

7 beginning of dearness would be at hand. 
Artificial cheapness obtained to-day under ‘uate 
eonditions, at the expense of dearmess at a very 
fear day in the future, is sot a system of which 

20 | we could approve or whieh any of us on either si 
of the House could encourages" 

"An examination of the situation of the Cot 
industry in Great Britain provides an illustrati 
of the sort of condition in other countries whic 

may seriously affeet the Canadian market. The 
evidence indicates the level at which Britim ex- 
porters of cotton goods may sell their product i 
Canada due to the depressed state ef the indw t 
cS is Lanesshire and the existing pressure th ere to 


‘find markets As was shown in evidence, the British 
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- cotton trade ever since 1921 has sustained heavy 
losses. The extent of these losses is shown in 


Exhibit 600, kef. 7, statement 7 (a), where it 


appears that in the period between 1932 and £934, 


56 spinning companies went out of business, The 


tetal percentage of dividend payments to total 


p&id-up share capital in the period 1930-4 was as 


follows:" 


Im 1930 there were 240 companies and their dividend 
was 266544 In 1931 there were 211 companies and thei 


dividend was .3693%, in 1932 there is a shrinkage 


of the number of companies to 207 end a shrinkage of 


the dividend is .3418%, In 1935 the ecmpanies again 


shrink to 167 and the dividend to »3209% --- 


THE COMMISSIONER: Dees this number of companics 


mean the total spimming companics in Great Britain? 


MRe MCRUER: Phey are the compenies listed on the 


Oldham Exchange, are not they? 


MR. KELLOCK: Yes. 
THE COMMISSIONER: And they are only spinning eomp 
MR. KELLOCK: Yes, my lord, 
WR. M@RUER: I am not sure thet is right, 
WR, KELLOCK: ‘They are only spinning companies. 
Ina 1934 me number of companies had shrunk to 17] and 
the dividend 23577% on their paid-up capital. 
MR. HeRUER: What are they pereentage of ? 
WR. KELLOCK: Stateé om preceding pace. 


Dividend peyments of all companics to total paid-up 


28? | 


inf awode at woeeol eset to iene ate yoink 
| SE tone f(y VW taiemtate Ute 008 tidtaxa 
| (ese bad S80f meoeded boftwq edi al ged? eiseage | 
| str ~sasateyd to #uo taow delosgmov gainalge oo : | 
Letodt og a taemyAd bimiivis Ye sgsiuedteg istet = : 
as eay S-080L Softeq end af Ladiged etade qu-blag — } 
eT ae 
| paakvis stent sas estnsquse-080 wiewoseat OBet at | 
| sleds bas skélaeqmod Lis etew sted? feet a % pRBOIe ew 
Spakutadesa ef etedd AECL at © REGGE. “atw pacbivis | 
| , %0 systaiue s fre YOR of eatmsqnos to <9dmga oat 2 | . 
| 
| 


f 
lage tolusgues edt See@f “i - “GkOine, af baebivit oda .. 


a = er. 
¥ - RQOSE, of HROEVID eat bas VOL of atntads % é 
| wofamgiot 40 tedime Sha coed « rRAROTRETMRDD SET 1 | oe 


| @atacviat geeed ai” astosyms gnioaltge Letot edd “| A ae 
8 a | hss | | i 3 d a 
ete ao begett cinRnetinow” ei Ore quate < :ASUAOM oft H q 


ectusysoo paiaulge “lio ere yout baad mC BOD a 
bl oo yeey “emer St | 
behdeces ds, “sdight ef Godt ewe tomas T. eaUROM A 


+ 


¥ r ot . oe 
a 


°4 ST ; 

pe toe raceme aenemienemmianniinendn 3 artcaeaiel 
| ay? 

a s > 


' 
¢ 


—_ — 


peo kasqnes Satangs _Lso oe wR © DOLE mt 


; tie «i * 
PY be 


ipee a to a ne = 5 


F i." - - 
ti tn Gs nnd te cas, «i 
rc 3 - f \ le a aw 
—— - ba. = 7 


‘SS ‘s? = 
C2 ke ~~ runt abt: —s mids " 
A a 
’ ' we fs oo eS . A 


a a 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


REPORTER 


TORONTO = 


) 


‘CANADA 16423 


10 


15 


20 


share capital --- 

THE COMMISSIONER: Percentaze of dividends paid 
to the eapital? 

UR. KELLOCK; Yes, in other words, there must 
have been a comperative few paid any dividends at all, 

Then the next sentence; | 

"Cut of the 171 companies mentioned, in 1934 


the number paying dividends was only 35,° 


ne en A ee 


THE COMMISSIONER: These are percentages? 

UR. KELLOCK: Yes, 

THE COMMISSIONER: The lest figure there is .35-- 
one-third of onme-per cents 

MR, KELLOCK: Yes, my lord. 

"It is submitted that the above indicates the 

non-profitable mature of British cotton goods 

Selling prices, 

Mr. W.d. Whitehead, Managing Director of the 

Wabasso Cotton Compeny, gives instances of British 

dumping in Camada which came to his attention." 
Now, those imbances, my lord, were two. In the 
first place, there was purchased by the Wabasso Compan 
itself, which Mrs Whitehead said was below cost. 
The other one was an actual importation of a million 
yards into Caneda and the head of the exporting compan 
in an interview with Mrs whitehead himself while he 
was out here admitted that he had taken the order 
at the actual cost of wages and cottons That is what 


the evidence ise 
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THE COMMISSION ER: in the year 1954? 


MR. KELLOCK: Yes, it igs stated there, in the 


autumn of 1954 or the epring of 19356 It is the 


ae 


last sentence in that paragraph. 


-- The Commission adjourned at 13450 P.M, to resume 
“at 2630 Priie 
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--The Commission resumed at 2.30 p.m. 
Mr. KELLOCK: I have the analysis of the figures for 


Guty free cotton imports referred to on page 4, 
section E of my brief. The last sentence of para- 


graph 11 on that page reads: 


a a a he ee EN RR SNL A AR A EC ARTE ENTE Hl tent A TRE 


5 
"Algo duty free irports from Great Britain 
in the fiseal year 1935 amounted in valte to 
$2,099,450." 
Thet is made up in this way, as te yarns. 
Vereerized 46's end finer, $553,652. Then Z<ply 
10 


80's and finer, $27,076. I am instructed that these 
are not made here. 
the CGOMMISSIONGR: That means they never were made 
here, 
| Mr, KELLOCK: Coming to the last. subdivision of 
WS || this table which I am givine to Your Lordship now, 
there is another item, 4o's and finer-~ 
The COMMISSIONER: You are stili on paragraph 11 ? 
Mr, KELLOCK: Yes. This is another item, 40's 
|| and finer for mercerizing, $705,198. Your Lordship 
oo sees that these yarns are mereerized here, so you will 
| have to consider thet in connection with my statement 
|| about mercerized 40% and finer, which is the first 
item given. Werceriging is done here in connection 
| with these yarns. The next item under yarns is AD" 5 
j; and finer for thread, and some of these are made here. 
| The figure is $605,945. That is a total of yarns of 
| $1,689,871. — then i come to fabrics, 100's or finer, 
$340,035. Ag to that item, I am instructed that the 
English exporter will take 2-ply 100 yarn, weave it 
and ship it.in here under that free item, and when you 


*? || do that you really have fabric made out of 50's, ana 
, thesé imports do @ompete with fabries made in Canada 
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from S0{s. The next item is fabrics for typewriter 


ribbons, $44, 247, There is a small item of billiard 
Cloth, $133. 

Mrs McRUER: Theat is free ? 

Mr. KELLOCK: Yes, these are all free. ‘Then there) 


5 
is igyptiean sail eotton, $1,717. | Cotton sail eloth 
is made here but not from Egyptian cotton. ‘Then there! 

| is white cotton bobbinet, $20,472, and there is a 4 
| smail item of circular duck, $24. ‘Then there is an | 
item of tapes for blinds, $2,931. ‘The total of these | 

10 | 


fabrics is $409,559. The total of fabrics and yarns 


Bives us a figure of $2,099,450. fhat is the ficure 
which Your Lordship will find in paragraph 11. 

Perhaps I might refer to the following page also, 

‘the paragraph at the top of the page, mitutiouct 


¢clause 


15 (a) in connection with which I was discussing this 


morning the division of the cot ton cloth market, I 
referred to Exhibit 1233 which gave the figures from 
1926 to 1934, the last one being 5 per cent. T want 
to refer also to what the exhibit itself says, because 
| = it shows where the difference comes in. The state- 
‘ ment is made: 

"The public sources of informstion on these 
points are the Dominion Bureau of Statistics and 
trade of Canada. That is for the whole peri od 
1926-34. Unfortunately the data reported from 

et these two sources differ in one important prin- 
Wid Fe ate the gominion bureau data are 
 @ampiled from reports of various Canadian com- 
panies for their fiscal years, Trade of Canada 
Statistice are compiled on the basis of calendar 
i) 30 years, The fiscal years of the Canadian ect ton 
| ' Companies vary so widely that in the Dominion 
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"Bureau data for 1935 there are included productio 
reports ranging from duly 1952 to Mareh 1954. It 
48 obyious that these data cannot be construed to 
indicate anything in regard to Canadian produetion 
in any calendar year," 

This statement goes on to say thet it follows that 


i 
i 


20 bombinations of Dominion Bureau data and Trade of 


Canada, data.can be made in which the market in any one | 
calendar.year can be split as between Canadim , inglish| 
and foreign producers. The most that ean be claimed | 


for the Dom 


nion Bureau table is that over a period of 
years their figures indicate a trend. Yo remedy this 
difficulty, it is stated, the Primary Textiles Institut 
made @ complete survey for the calendar year 1934. all 
the mills eooperated in the investigation of these data 
for the one year under consideration, and adding the 
Trade of Canada data the pereentages supplied by Canada 
Great Britain and other countries ean be fairly accu- 
rately Cetermined. That is the study which appears in 
my brief in paragraph 12, and that is based. on reports 
from the milis themselyes. These reports appear in 
EXhibit, 1255, so that the figures covering the period 
from 1926 to 1954, while they indicate a trend, cannot 
be taken exactly for the year. the figures in my 
brief for the year 1954 are exact. 

Exhibit.1255 was filed with the tariff beard, and 
in their report the tariff board make the very same 


Istatenent that appears on page 9. They say that the 


jpablished source of information on the production of 


| 
| 


ecotvon yarns in Canada is reported by the Dominion 
Bureau of Statistics, and the data reported to the _ 
Dominion Bureau of Statistics, from which this report 
is compiled, are for the fiseal years of yarious 
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 eompanies, These vary so widely that the data in- 


eluded in the Dominion Bureau's report for 1954 cover 
production reports for months ranging from July 1933 
to March 1925; and the statement in this report is 
5 | that while the printed figures are useful as indicat- 
| ing a trend over a peried of years, they are not suffi 


ciently accurate for one calendar year. Then the 


| veport goes on to point out that in order to overcome 


| 
| 
| this difficulty the Primary Textiles Institute made 
| a complete survey for the year 1954, anc unless other- | 
r) 5 wise specifically mentioned, all production data are | 
taken from this survey. 
At adjournment I was dealing with paragraph 20 
at page 8, Section E. I have given Your Lordship two 
| instances to which Mr, Whitehead referred in his evi- 
15 || dence. He said that he had not had the report from the 
customs department, but that between the time he was 
examined on that particular day and a later date he 
| had been in touch with the department and had found 
| that the department had ruled against his contention. 
The department did not know, as pointed cut in thet 


, 20 
D paragraph, that the Inglish exporter, in the case of 
the million yards item, had admitted to Mr. Yhitehead 
that the price had been set simply to cever the cost 
of wages and cotton. 
a Mr. MORUER: That is not evidenee of dumping. 


ir. KELLOCK: I understand that dumping is on the 
basis of no profit, selling below cost of production. 
If there is any question about it, the evidence is tha 
ir. Whitehead said that he himself had made the one 
import and he — of the other import of a million 
) 30 || yards. He said he complained to the department ani 
|] nothing had been done. On the second oceasion in his 
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evidence he said that he had been in touch with the 
department in the meentime and they had ruled against 
his contention, but that the department did not have 
before them the admission of the inglish exporter. 

ir. M@RUER: The department had 411 that inform ti 
on file, Why should not the department have it ? I¢ 
Mr, Whitehead possessed knowledge would he not impart 


that knowletige to the department in support of his cla 
that there was dumping? 

Mir. KELLOGK: He had complained shout the two im. 
portationsa and after complaining about this shipment of 
& million yards he had this interview with the mana ser 
of the Raglish concern who told hin this; but, Mr. Whit 
mead said, he did net feel free to report to the depart 
ina the substance of that conversation. i say there- 
fore that the department did not have the express ad- 
‘ission of the English exporter that the price was 
simply a figure which covered cost of wages and cotton 
pac did not inelude overhead or profit. 

Mir. MSRUER: But he aid aot’ state that it was dumping. 
‘am, KELLOOKY But that 15 dumping. 
The COMMISSIONER: Is’it less than the selling price 


ni the home market ? They cannot go on indefinitely 


felling at a loss. 


liv. KELLOCK: Under seetion 36 it would be dumping. 
The COMMISSIONER: the word dumping is defined in 


qo many ways that T will not quéstion anyone's use of 


~ ite, KELLOCK: One very usual sense in which the 


yprd is used in the statute is that of selling here at 


price which is below cost of production, and in anothe 
nse it is used in the sense of not including any profit. 
18 statute ‘expressly says ‘that. In the very next 
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paragraph i deal with the sare matter. From Exhibit 


600 I quote the following, in paragraph 21: | 
"fhe natural result of conditions in Lan- 
cashire has been to create a situation in whieh 
selling prices abroad bear little relation to 
actuel cost of production. It is trues that the 
exporter of cotton goods to Canada signs a eerti- 
fieate to the effect that a selling price is not | 
iess than cost plus a reasonable advance for ge). 
ing and profit. But, in the industry as at pre- 
9 10 sent organized in Leneashire, the cotton passes 
through the hands of spitming, doubling and weav- 
ing end finishing companies before being sold by 
an export merchant. if the spinner, doubler, 
weaver and finisher all sold at a less but the 
15 merchant sold at a profit to himself he could 
give the required certificate although as a com- 
mereial fact the cloth was actually sold at less 
than it cost to manufacture in Great Britain." 
fhe exporter ean give the certificate because the 
--~ article had passed through so many hands that the 
» ‘a ~~~ result micht well be that it was below cost of 
production. 
| The COMMISSIONER: Uveryone else took a loss but 
the exporter? 
Mr. KELLOCK: I am saying that that could happen 
25 || and a certificate be civen; and when you look at the 
. | recorés of the spinning companies, as set out, you wil 


see to what extent losses have been taking place for 


years. 
The COMMISSIONER: When the exporter gives a certi 
» 30 ficate with respect to cost, does he give it as to his 


|} own cost as a buyer and seller ? 
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Mr. KELLOCK: It is just his own cost. 
The COMMISSIONER: It is not cost of production ? 
Mr. KELLOCK: I think not. The invotees I have 
here are consignment invoices, but that would not make 
any difference. One states that the invoice contains 
a just and faithful valuation of the ve at their 
fair market value sold for home consumption én the 
principal] markets of the country. — 

“The COMMISSIONER: Does the exporter certify that 
Is that the invoice certified ie by the exporter ? 

Mir, KELLOCK: Yes. 

The COMMISSIONER: He is speaking there of sale 
on the markets of Great britain ? 

' Wie, KELLOCK: ‘This is by the exporter. 

The COMMISSIONER: De you mean to say that they 
are selling these articles on the British market at 
less than the cost of spinning, weaving and every 
other process all along the line ? 

Mr. KELLOCK: TI am saying that for this reason. 
Here is the general situation in the industry in 
Hnglend. Between 1950 and 1954 there were 39 spinnin 
companies that disappeared out of that group--I beg 
Your Lordship's pardon, it is more than that; it is 
ae 

The COMMISSIONER: 6n the orevious page you speak 
of 39 apianing + cnyen ies “goingout of business. ‘That 
should be 69 ? | 

Mr, KELLOCK: No, that is between 1952 and 1934. 

Mir, MeRUER: Are you saying that they are out of 
business or that they are not listed on the exchanze ? 

Mr. KELLOCK: The statement is that wend went out 
ef business, 

“Mr. MeRUER: That is not what exhibit 600 says. 
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) Mr, BSLLOCK: What does that exhibit say ? 

I thought that was the statement, 

| dir. M@RUBR: My recollection is that the number listed 
on the Oldham exehange was so many at one time and so 
Hany ab auother. 
The COMMISSIONS 1: You make a statement, Mr. 
Kellock, whieh I.doubt whether you can substantiate. 


You say that if the spinner, doubler, weaver and 


finisher allsold at a loss but the merchant sold at 
a profit to himself, he could give the required certi 
10 ficate, although as a commercial fact the cloth was 
actually sold.at less than it cost to manufacture in 
Great. britain. that does not seem to be right accor 
ing to what you have just read with regard ie the certi- 
ficate, because the certificate is that the price men- 
As tioned in the price on the markets of Great Britain. 
Mr, SELLOCK: With due respect to Your Lordship, 
I do not see any contradiction there, because if the 
same exporter were selling for export here at a 
profit over his cost aud were selling at the same pric 
in Great Britain there would be nothing contradictory. 
a -.» The COMMISSIONGR: ‘The article is being sold on 
the principal markets. What oes the certificate 
say ?. 
MD, KELLOCK: it states that the invoice contains 
a just and faithful valuation of the said goods at 
25 hele fair market value as sold for home consumption 
in the principal markets ef the country. 
The COMMISSIONER: quite so; as seld for home 
consugption on the principal markets. 
» Mee KELLOCK: By himself and his competitors. 
The COMMISSIONER: That would mean that all rn 


people are taking a loss right on the heme market. 
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) % | How long will that go on ? 
Mr, KELLOCK: I believe it has gone on for sone 
years in the cotton industry in Great Britain. 
The COMMISSIONER: In other words, they are just 


| manufacturing for the fun of it and selling at a loss |? 
we 
Mr. KELLOCK: They have been having a diffétecult 
time. i think it is pretty common knowl edge. 


The COMMISSIONER: But he Cannot give that aes th 
ficate unless the fact is as stated. You say that he 


can give the certificate so long as he makes a profit | 
> 10 || for himself, but that is not so. The eertifieate is 
intended to ascertain that the selling price on that 
invoice is not less that the home price in Great 
Britain in the principal markets of Great Britain, 
Bir. ERBLLOCK: That is quite true, My Lord, but the 
is || Certificate that he would give-- 
| The COMMISSIONER: That is the one he gives. 
HY. KELLOCK: Yes. 
{he COMMISSIONER: He has to have ceneral knowledgq. 


| He has to know what the selling price on the home mar- 
| ket is; otherwise he cannot cive the certificate. 

d a Because he happened te buy a consignment cheap has 
nothing te do with the ease. 
| Mr. KELLOCK: It would not necessarily be an iso- 
| lated instance. He is an exporter, and if he is 

exporting, then presumebly-- 

25, The COMMISSIONER: I do not wish to interrupt you, 
| Mr. Kellock, but you say that the cotton industry in 
Great Britain is manufacturing at a loss and selling a 
‘a loss at home, and exporting at a loss, and that that 
constitutes dumping. 

39 || °° cit. KELLOCK: Yes. | 

The COMMISSIONER: and the department will not 
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10 


15 


20 


recogni zé that as dumping ? 
‘My. KELLOCK: In the two illustrations we gave 


‘they did not. 


The Ci 


SJIIONER: Where did you get the evidence 


|| that these people are doing that at home, manufacturin 


and selling at a less there ? Have you any evidence 
Vr. MeRuer ? 

Mrs McRUER: Yhat my learned friend is relying on | 
is the statement that they have not been paying é@ié 
dividends, but they probably paid very large dividends 


at Some other time if they are not paying as much now. 


The COMVISSIONER: They are not paying large divi- 
dends, but they ere paying some. 

Mr. M@RUER: They are making a profit somewhere. 
I find that I was right, My Lord. My learned friend 


says thet the companies to which he has referred have 


gone out of business, but that is not what the exhibit 


gays. It says they have gone off the list of the 


exchang 6. In England at the present time they are 
closing up mills and there is a board that arbitrates, 
fixing the remuneration for the owners of those mills 
that have been closed, and the remaining milis are 
assessed in order to provide that remuneration. 

The COUMISSIONER: If they ere removed from the Li 
and are disposed of they are out of business. 


many 
Mr. MeRUER: fhe statement is that/$# firms have 


~ gone out of the List. 


Mir. KELLOCK: That means that they have gone out 
of business. 

Mr. M@RUER: The statement is that during the year 
a number of firms have gone out of the list, there 


|) Being now 171 companies as against 167 in 1953 and 


257 the year before. The number paying dividends 
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however has inereased from 31 in 1933 to 35. 

Mr. KELLOCK: My instruetions are thet "gone out 
of the list” means gone out of business. 

Ur. MeRUER: This is the exhibit received from 
your clients and riled. 

The COMMISSIONER: It is the exchange list. 

re MCRUER: It shows the companies listed on the 
exchange. | 
The COMMISSIONER: Since they are no longer ery 
on the exehenge the assumption is that they are no 
10 ionger out of business ? 

Nr. KELLOCK: Yes. My attention hes been ‘drawn 
to Exhibit 601 which contains a statement of Unitea 
Kingdom spinning companies" operating results. It 
deals with 157 vompanies which ‘made a 1055 in 1930 or 
is || #1,026,004. 
| Mir, MeRUER: But they paid an average dividend of 
1,91 per cent, 


KELLOCK: At that time there were 232 companies 


The COMMISSIONER: What year was that ? 
Kir. KELLOCK: That was in 1950. 

The COMMISSIONER: You have 240. 

Mr. KELLOCK: This shows only 232. 


; a 


The COMMISSIONER: The difference is not ereat. 


Mr. KELLOCK: The capital of these 232 companies 
was £52,610,000 and the average dividend was 1.91 per 
cent. In the following year there were 154 companies 
that made a logs of £1,035,474, 

‘The COMMISSIONER: Is that a loss ? 
Mr. KELLOCK: Yes. The total figure of companies 
r that year is 201 with a capital investment of 
28,657,000 and the dividend was 1.46 per cent. In 
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1932 120 companies made a loss of $ £425,954. Altogethbr 
191 companies had a capital of 227,682,000 end the 
average Cividend was 1.55 per eent, In 1955 119 
companies made a loss of £389,446, and the total number 


of companies given in that year was 178, the capital 
being #25 ,485,009, the average dividend being 1.5 per 
cent, in 1954 there were 114 companies that made a 


loss of £40,551; the total number of companies was 
i73, the ¢apiteal being £24,359,000 and the average divé 
dend being 1.57 per cent. So that the industry was 
10 ||aaything but prosperous. Let me now call attention 
to the next clause in the certificate, clause(B}. 
it states that in the case of new or unused goods 
consigned lower-~that is tae value--than the actual 
cost of procuction of similar goods at the date of 
shipment direct te Canada, plus a reasonable advance 
for selling eost and profit—~ 
The COMMISSIONER: He could not teke that on the 


15 


grounds given. That is the cost of production, Your 
statement is that the exporter can give the required 
certificate because he is only concerned with what he 
q 20 paid, and as long as he is reselling at a profit he is 
safe, But that is not so. That certificate requires 
something very different in two particulars--first as 
te the price in the home market, and secondly as to 
cost of preduction. 
95 Mr, KELLOCK: I did not constme it in that way, 
ny Lord. 
TheCOMNISS10NER: in my opinion he would get into 
trouble if he gave that certificate. 
MPs KRELLOG: He could give it if he were getting 
a profit. 
| The COMMISSIONER: You do not seriously contend 
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® that, do you ? 
Mr, KELLOCK:0f eourse, my Lord, I see the weaknes 


of the contention beeause the language is very general. 
The COMMISSIONER; The laneusge is very searching, 
and those two particulars I have mentioned would have 
tebe observed. | 
: Ye know what the history of the cott 
industry in England has been. 
Tre COMMISSIONER: Your other point may be all rig 


It may be that the cotton industry is in such a condition 


meh + 


) 10 || that it is dumping its goods on its own home market as 


ele ae 


well as abroad and will carry on that policy as iong 
as there is money left. 

My, KELLOCK: I got from that fact some support 
for my construction of the certificate. 

15 The COMMISSIONER: Still, on the whole they are 
paying @ividends and have been continuing as the years 
have gone on. 

Me. EKELLGOK: Comparatively few companies. 
The COMMISSIONER: They are paying one-third of 

| one per cent. 

a Myr. KELLOCGE: They are not necessarily getting a 
profitony all individual items of output, and it was 
only thirty-five companies that were paying dividends 
in 1934. 

The COMMISSIONER: That is not the point. You 

2 || cave the dividends in respect of the total capitaliz- 

ation. 
Mr. KELLOCK: Yes, tnat is rignt. 
The COMMISSLONER: You must mean something oe that. 
Mr. KELLOCK: fhe way I put it is li this. if 

30 so Many companies engaged in the cotton industryin 
Englené are making losses, and if those that are meki 
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, profits are making such comparatively small profits, 
| then the certificate which is given must be construed 
not in the way in whieh 1 quite agree it was intended 
to be construed but in an individual wey by the exportbr 
|) when he makes his shipment; because if it is a general 
certificate on the basis of the experience of the whol 
indusgtry--1 do not say om the basis of that industry 
--i do not, see how that certificate could be given. | 
The. COMMISSIONER: Neither do I... If your facts 
are correct, if these goods are seld ut less than east 


10 || of production and secondly, at less than the home 


markeé’s selling price, how could the exporter certify| 
to the contrary ? 
hire KELLOCK: It is giving him a seft place to fall. 
| the COMMISSIONER: Better let him stand. 
15 iin. KELLOCK: I would refer Your Lordship to the 
| iast part ef paragraph 21. 
the COMMISSIONER: The fact remains that westill 
have to convince the proper department that there is — 
actual dumping, and you have not done so yet. 
kite KELLOCK: d wish Your Lordship to note the 
ae iast part of paragraph 21: 

"In this same cormection it should be noted 
thet for the purpose of investigating the accurac} 
of all invoices of textiles from Great Britain and 
the rest of Europe the department has three in- 

25 ki vestigators, and that investigations are only 
mate ‘when there is a complaint or when an invoie 
that leoks suspicious is noticed,'" 

i submit that the staff cannot cover the situatio 
thet exists, with all kinds of invoices soming along. 

| , 30 "There is also some evidence for a period 


of something over a year on the extent to whi ch 
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"Snited States milis will sell below their cost 


Of pxeduction in either ‘their om or foreign mar- 
i | kets, ©The Departvient of National Revenue in 195 
made a study of the cost of production of cotton | 
fabrics in the United States, and, after fixing 


easonable advance over the costs found, to 


cover ssiling cost and profit, published values 
| for appraisal of imports (Sxhibit 626, 11524 

| | 19=23, Exhibit 848). It must be clear that 
the values fixed by the department represent the 


best available &kformation as to the normal cost 


4 10 
J 


of production, cost of selling ana profit in the 
United States 8 that the extent #é to which 
any fabric would have been re-appraised would 
be the extent to which American mills could have 
is | dumped into Canada below normal and reasonable 
_ Levels of profitable operation. The exhibits 
show that the re-appraisal varied from time to 
time but the greatest extent towhieh it is in- 
dicated these sloths could have been dumped, in 


each example exhibited, was 


A 2 «Ht 
» Extent of 
 Ye-appraisal Exhibit Nos 
| | ¢ per yard 
Grey fabrics 2.28 829 
eG Sse i 2.60 831 
ae aa 2.00 B32 
Bleached fabrics 4.49 839 
| ye ine to lease 1 842 
25 
Pisce dyed fabrics st SE FQre 843 
4.19 B45 
printed fabric 4,09 846 
Yarn dyed fabric 3.15 B49 
iple meas. re pressdggee 855 


It is in fact in evidence that the action of 
the devartment in enforeing Exhibits 828 and 848 
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a 


“was to prevent the American manufacturer from 
dumping into Canada as a consequence of the below 
cost level of selling prices (12157 .2=11) and 
that they were cancelled when american selling. 
prices finally rose above cost of production 
(12159 .18-24). | 

How necessary this reeappraisal was can be 
judgea from the extent to which american mill 
margins fell at that time. THe lowest print 
cloth margin in each year was: 


p (1925 ~ 123.699 
1950 15,05¢ 
1931 10.69¢ 
1952 3 9 eD4y 
1933 9.16, 


1935 13.39% 
oath (Exhibit 932,pps.66-67) 
fhere is another aspeet of the trade in 
imports from the United States of the fabrics 
and manufactured articles known in the trace 
as "style fabries" which should be noted. Bach 
spring and. fall selling season in the United Statds 
is accompanied by the introduction of certain new 
styles which are peculiar to that season and once 
these styles have Sant thely style value in the 
United States market ithas been the practice to 
reduee prieus of the remaining stoeks of this 
style merchandise to clear out the lines. Becaus 
the United States is the source of many of the 
styles also sola in Canada and also because of th 
geographical position of the United States, each 
style season there precedes by a period of some 
weeks the corresponding style season in Canada 


(11692 1 15-1-22), so that by the time that a 
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"particular group of styles should be at their 
peak of demand in Canada they will have already 
passed..that peak on the United States market and 
in many cases it would be more advantageous for 
the United States manufacturers to cleor out 


these lines in Canada at greatly reduced prices 


rather than dispose of them in the United States 


in a market which has already absorbed all it can 
of this seasonal merchantise, The efrect in Cana 
is that Canadian mills, which to a large extent, 
10 | are, in any case, foreed to follow the lead of th 
United States in their styling, find themselves 
meeting competition from these cleared-out lines 
in the United states at a time when the peak of 
_ the season for this merchandise in Canada ms 
15 only arrived. -t was stated in evidence (>.7838 
| 1-17) "The monent it loses its newelty the price 
is immediately reduced in a country like the 
“United States whe are producing a tremendous 
amount of merchandise and they would reduce 
their prices far below what we could produce it 
- a ~ et here?" 
The COMM 
that a large part of the international trade has been 


SLONER: You say it is an actual fact 


on the home market basis and not on export prices. 


That is, you mean that to-day a large part of the 
25 | axport market prices are lower than the home market 


| values ? 
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UR, KELLOCK: Thet is the constant pressure and 
tendency, yes, my lord, 
"Owing to the vast veriety of combinations of 
constructions"-< 
THE COMMISSIONER: How about #11 our dumping 
provisions? Don't they get around thet? 
MR. KELLOCK: Well, they are simed theres 
THE COMMISSIONER: But they don't strike? 

MR, KELLOCK: Well, my lord, it is a tremendous 
Job, As I gay -<- 

“Owing to the vast variety of combinetions and 
constructions "-- 

Tae COMMISSIONER: Bo you make thet as a submiss 
Does the evidenee support thet? 

MR. MehJER: There is no evidence on its 

THE COMMISSIONER: You see, you submit it for my 
consideration, and it is a very important thine if it 
is true, thet a large pert of the internetional trade 
in textiles is dame on what you intend to mem as 
less than the home market values, 

MR. KELLOCK: Thet is my submission, my lord, Fr 
the standpoint of evidence the only things I een poin 
to are whet I have elrceady set out as a matter of 
evidenge, 

THE COMMISSIONER: Alright, go ons 

MRe KELLOCK: “Owing to the vast veriety of com= 
binations of constructions and rew meterials 
used it is submitted it will be recognized that 


customs investigating officers, no matter how 
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"“sompetent, cannot get et the fects of import 
textiles, while the general horizontel methods 
of producing end merketing textiles abroad permi 
the signing of certificates of feir market val ues 


at export prices ectually lower than cost, plus 


a reasonable edyance for selling cost end profit." 


Now, that is my submission, my lord, 


THE COMMISSIONER: Thet is the one you made a wh lle 
aZ Oe | 

MR. KELLOCK; Yes, my lord. 

"where enenufecturer cen increase his productio 

by selling in en export market at the cost of raw 
me terials, lebour end pert of his overhead, it ijs 
an advantege for him to do so, because 

(1) he does not injure his home merket selling 
prices, (2) and since he is able to increase th 


ratio of his operations and thereby dis tribute 


Ais overhead over a greater volume of productio 


_ he is able to reduce his general level of costs", 


| 20 
| i heve simply attached there, my lord, a mmber of 


tebies which your lordship may find of interest, and 


which have been referred to and I will have occasion 


to refer to agains 3 | naa vrai 
THE COMMISSIONER; You meen these three mention 
in the next paragreph? | 
MR. KELLOCK: tes, the ones I mention in the nex 
peragraph, Now, my lord,on the question of foreign 
export values, as I say, I camot say any more from 


the standpoint of specific evidence than I have said, 


but when your lordship considers the serious condition 
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| of the British eotton te for a number of yeers 
yest your lordship will sce that there is certainly 
very creat pressure there to sell go0ds.s 

THE COMMISSIONER: Yes; well, eccording to wha t 


you § een “te think they ere not making money anyway 


at ite They ere selling even on their home market — 


at lesa wake eost and they are pa, ale at less then 


60 ste 


MR. KELLOCK: Yes, 


a THE COMMISSION ER: It seems to me that is a very 


fa tel sditey, 
MR. NeRJER: Competition from that source will 
soon be eliminated, 
THE COMMISSIONER: Yes, I should think 90. 
. MR. KELLOCK: Yes, your lordship, you would thi 


so, but, as I say, it ia not in evidence but it is 


pretty common knowl edge, There is plenty of literature 
thet is idee from English sourees on the subject 
to that very effect. , 
MR. MgRUER: Probebly thisy are satisfied with lowey 
dividends over there then they are heres | 
| WR, KELLOCK: ‘There is a little book along that 


Line, which te very perereent, my lord. It is call 


25 "Lenoashire Under The Hemmer" by a Man very familiar 
with the indus try. ‘Hig neme is -= 
| THE COMMISS ION ER: Is thet a very recent book? 
UR. MeRIER: That wes published efter the wers. 
uR. KBLLOOK : 1929, I think, my lord, and the 


30 author is Bowker, "Lancashire Under The Hammer". One 


| senna’ xe that without seeing the powerless conditign 
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in which the industry iss 


MR. MeRUER: I suggest thet they lost their 
export trade beceuse during the Wer they gave over ali 
their attention to the domestic merket, and then other 
countries got into their export merkets and took them 
away from them. As e metter of fect, I rend a 


comment just the other day; the president of Lloyd's 


Benk within the lest three or four weeks was warming 


English exporters ageinst that danger right at the 


present time, thet they were going to lose their export 


10 


markets if they didn't pay more attention to them. 
were tco busy selling in their home merket, selling t 


easily there. 


MR. KELLOCK: Ag these various mills went out of 

15 business the mechinery was sold et serap prices and 

set up in the Hest, and brought into competition with 

the English indus try. 

MR. MgRUER; There is none of that exported into 
Canede from the Lest, 

) a THE COMMISSIONER: Eyen if all that is true, Mr. 
Kellock, what more can you do then is being done righ 


now? You have the Gustoms Act and the Customs Teri 


Aet with emple provisions to cover all sorts of dumpings 
of one fashion and another, Well, you say perbaps 


the department enforeinzs it is not properly memned, aqt 


properly staffed? 
MR. KELLOCK: 1 think they are called on to deo mqre 
than they con physically possibly do, 
MR. Me RUER: You heven’ t had enough protection 


from the departments 
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eB: | °" Gale COMMISSIONER: If the thing is of such vast 
| @imensions, as you state, it ought to be fairly easil 
ascertainable, you knows ! 
“MR? KELLOCK; Sour lordship cen take the situat 
s || in the Unitea States in 1932 thet called forth exhibits 
628 and 848, 7 
THE COMMISSIONER: I know, but it was ascertained 


: 


and deelt with, | a 


MR. KELLOCK: That is only an instence of wha t 


10 || going One | 
THE COMMISSIONER: You say the entire british | 


industry now is doing the same sins and has been for 


| | some time 


| | MR. KELLOCK: I submit so, From this same 
| 2 exhibit, 600, ay lord, reference five, statement % SE 
in 1929 British exports of cotton piece goods were : 


in million squere yerds -- well, it would be 


3,671,000,000 square yards in 1929. 
THE CGMISSIONER: British exports, 
" ‘MR KELLOCK: ‘ines my lord, of cotton piece aha 
5,671, 000,000. | 
| “MR Mg RUER: Which page ere you referring t o? 
MR. KELLOCK: In 1955 it hed fallen to 
e 1,949,000,000. Now, if one goes beck to 1913 -- 
“Wie COMMISSIONER: Thet is a 53% fall, 
MR. KELLOCK: ir one goes beck to 1913, the year 
just before the War, it ‘is not shown on this exhibit, 
| but the exports” at that tine. ‘were approx imetely 
30 | 7 +000,000,000 squere yards 
* “ine first table, my lord, which is ettebhed thete 
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is celled supplemmt one It has not got the 1956 
ivures, but I have the 1936 figures -- 

” THE COMMISSIONER: Just before we leave that; 
If there hes bees. a decrease in the exports to the 
British outeide mrket in the wey you say, thet in 
itself is not sufficient reason for throwing we ter 


on the drowning rat, so long as they do not break ou: 


lews, Bo long as they are not underselling as canpared 
with their home market and their cost of production 
the is the end of it, It does not metter how they 


heave lost, 


MR. KELLOCK: Quite so, but when you lessen 
their volume their costs go up and they lose their 
market, end that is the reeson for the dis-orgenizetion 


of the industrye 


THE COMMISSIONER: Well, the industry won't exis 
very long in that cases 

MR. KELLOCK: Well, I em not going to express 
hope, my lord. One aspect of the matter is this, 
my lord, thet my friend in calling your lordship's 
attention in his factum to the sections in the statu} 
which deel with thet sort of thing, fox tnwtehes, 
the section which enables the depertment where they 
find e specific erticle being sold here below the 
foreign cost of production, to » ppraise it end eithe 
put on a fixed value or edd senathing to the invoice 
price, My friend wey s thet is a power thet the 
Pn ie SO ought not to have. 

Now, my gibenton inn is there is no cther way 


of dealing with a situation of thet kind when it 
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develops except. tha machinery of that kind. You 
cannot ¢ell. Parliement together to deal with sales of 
e fabric which drop below the cost of pm dictione 
My submission is ~~ 
5 | THE COMMISSIONER: Well, Perliament hes dealt wi 
ite 
MR. KELLOCK: They haves . 


| 


_ THE COMMISSIONER: Perliement says you shall not | 
sell your goods here at less then the eost of product 


} 10 or at less than your ——— value, If you try 
to we will increase the velue for duty purposes. Tha 
is whet Parliement hes said, Whet does Mr, Meter Sa 

MR. KELLOCK: My friend seys thet he does not 
think thet the department. -- 

: THE COMMISSIONER: Now, the question is whether 
Perliement hes seid it in such a wey that it lends to 
abuse, whether it hes constructed a piee of mahine 
that hes bed results. 


MR, MgRUER: My argument was not thet it was 


, " preventing dumping, but thet they raised them to the 
extent they excluded them from this market. That was 
my ergument. I+ is an entirely different thing 
if they raise it to the cost of production and then 

96 let them compete in this morket, but to raise it 


above that so it had the effect of increasing the 
duties by 100% end excluding them from the merket, 
that is a different thing altogether, 

MR. KELLOCK: That is a rather heavy charge 


J 30 egeinst the depprtment because no place in the Statut 
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is the depertment authorized to put om a value that | 
will exclude it. The department is ony authori zed 
to put on values thet will ensure that at the time 
you come to pay the reguler duties you heave got a 
figure that is not below the foreign cost of Siler os bette 
In other words, you have got a figure that includes | 
the cost of production and includes «a reasons ble advance 
for selling cost and profit, and it is from tht point 
on thet the reguler duties shell apply. 

Now, in addition to what my friend says now, as | 
i anderstood him when he wes erg@guing in chief, he said 
if that power is given to the departrent <= 


THE COMMISSIONER: Well, it is theres 


MR, KELLOCK: It is there. He says the importer 
does not know, he eennot go to the Stetute and find 
in percentege or dollers and cents what the duty is, 
My submission is you sannot cover a situation of the 
kimi in any other way than the stetute has covered if. 
If you went to simplify the lenguege so as to meke i 
more understandeble that is quite whet we all want b 
my submission is that the idea whieh is incorporated 
in these provisions is the only proper way of desling 
with it, bdefmuse this situation develops over night, 
and it develops in a few articles,from time to time 
the situation changes and the costs go back up to 


proper levels, but the department is there. They ¢@ 


tigate them and’ then the mechimry is there t epply 
the proper figure, and my submission is that is the 
best way of dealing with it, and thet the legisistio 
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is wise legislation. 

‘PHE COMMISSIONER: Ig it section 43 you heve in 
mind now? 

WR. KELLOCK: Section 45 is one of theme 

“MR. MgRUER: I4 is 36(2). 

MR. KELLOCK: Well, 45 is one-- 

MR, HOOPER: fhet is worked « different waye 

MR. MgRUER: 36(2) you are ee ta with now, | 

MR. KELLOCK: I am speaking of both, with all | 
respect to my friendss 

THE COMMISSIONER: Read 26(2)egein. 

MR. HOOPER: S36; there is no 26(2) now, 

MR. KELLOCK: (2) is -- 

- "provided thet the value for duty of new or 
unused goods shall in no cese be less than the 
actusl cost of production of similar goods at 
dete of shipment direet to Usneda, plus 4 
reasonable edvance for selling cost and profit, jand 
the Minister shall be the sole judge of whet shail 
eons ti tute"-- 

MR. HOOPER: No, that is the old one, Mr. SellocH; 
perdom m@» 

MR. KELLOCK: Am 1 reading the wrong one? 

MR. MgRUER: Theat is as it was before the 1926 
anendme nts 

MR. KELLOCK: I think my friend las it in his 
brief as it is now, page 655 

". The value for duty of new or unused goods 

shell in no case be less than the actual eost 


of production of similar goods at dete of ship- 
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“nent direct to Canada, plus reasonable advance 
fer selling cost or profit, swh advance not to 
greater then thet which in the ordinary course 
of business eae normal ‘gonditions of trade is 
eseqnate in ‘the case of goods similar to the 
particuler goods ander eons ideration by. ma nuf ac ers 
or producers of goods of the same class or kind ip 
the oun try of export when sol for home eons up tion." 

THE COMMISSIONER: You refer to 63? 


MR. KELLOCK: Pege 63,4 | eae 


THE COMMISSIONER: I bed 62; elright. Thet lest 
part beginning "such advance not to be greater" was 
intended to hold the diseretion down to reasonable 
bounds, wasn't it? | 

‘MR. KELLOCK: Yes, my lord. Nobody could object 
to thet, and I also had in mind section 43 which coverk 
e wider territory than 36. 4% is at the bottom of pag | 
650 | | 


ad if at any time it appeers to the satis festion 


$2 tha Govarndr in Odtmeil on 8 report from the 
"Minister thet aooda 6f ony Find uct entitied & 
entry under the British Preferentiel Teriff or a 
| lower terift are being imported into Cenada either 
on gale or on cons ignment, under such cond itions 
a8 pre judicially ar injuriously to affect the 
Tatereuta of Cenadien producers or manufecturerd"-- 
THE COMMISSIONER: Now, what does thet mean? 
Re KELLOCK: Well, it covers 8 pretty wide 


terri tony, my lords 
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THE COMMISSIONER; If they cen sell anything 
et all they are affecting our interests prejudicially, 
MR..KABLLOGK: It hes mever been applied, so far a 
i know, my lord, in that wide sense. 
» THE COMMISSIONER: Are you sure? 
MR. KELLOCK: Well, se fer as I know, 
THs COMMISSIONER: -Well, there must — been 
a lot of ink Wasted oyer section 43. 
MR. KELLOCK; Your lordship ean see where it has 


‘been applied, Take the $1.25 fixed value thet ws 


ee enc eer A NT en TONER RE Ha 


applied to rayons prior to the lst of January, 1926. 
Now, section 36(2) would not sover that in the cese o 
e@ country like Japene 
THE COMMISSIONER; Do you say that these two 
sections together, supplementary to each other as 
they are, are compatible with the principle of 
‘reasonable coupetition in the interests of the consunqr? 
| It seems to leok entirely to the interests of the 
Canadien producer, especially 43, 
MR. KELLOCK: My lord, take 36(2), end 36(2).as 
| I.understend it -- 
| @amnt THE COMMISSIONER: In that section the value 
| shall not be less, not thet it smli.be so and so, bu 
shail not be less than so and 80- 
MR. KELLOCK: The besis of 3$(2) is that -- 
THE COMMISSIONER: It is not 36(2) now.. 
MR. KELLOOK: 36 -= thet Perliament hes establisied 
) eertain rates of duty; then, you have a special 
| situation where somebody is deliberately trying to 
| sell in this country at prices below the cost of 
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roduetion in another country, or owing to conditions 
which have arisen in the exporting country the gm@meral 
level of sales there are below cost of production, 
sush as we hed in the United Stetes in 1922, In 
either of those cases, if thet is going on, then the 
home industry does not get the benefit of the tariff 


rates which Parliement has set because those retes 


are to apply upon the figure which includes cost 
end selling cost and profit, Now, 45 covers a wider 
territory than that. It covers e situstion where 
imports ere coming slong from a country euch as Japan | 
where their normal costs of production are not 
gomparable et ell to domestic costs at alle 

THE COMMISSIONER: Wny do you say it covers that 
only beceuse that is not whet it says, 
| MR. KELLOCK: I gay it covers a wider territory 
then 36(2), and it would cover meny other things. Tha 
is one thing thet comes into my mind et once, 

THE COMMISSIONER: 4% covers all the territory 
except that covered by the British preferentiel teriffs 
Once you get into thet outside range then if snything 
comes in whieh ie going to effect the Canadian 
producers injuriously or prejudicielly off you go 
end the Minister me then fix any value he likes, 

Isn't that what wes done? 

MR. KELLOCK: Yes, 

THE COMMISSIONER: Take, for instence, you have 
to-day certein lines of silk hosiery where our home 
produsers have about 98% of the market, There sre 


certain schedules and teriff rates,  iie1l1, supposing 
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the next year you find they heave only got 90% of 
| the merket would you say that the imports heve 
| prejudicially end injuriously effected thet 8% and 
therefore you mast set a duty under 433 
MR. KELLOCK: You might have difficulty in 
| gonvineing eny bodys | : 
MR. MchUER: [y+ would depend on how willing they | 
ere to be convinced, | | bee | 
THE COMMISSIONER: it puts all that power in | 
the hends of the Governor in Council. 
MR. KELLOCK: On the report of the Minister. 
THE COMMISSIONER: Of the Minister; he is the 
only ones 
MR, KELLOCK: It wes under thet section that 
the $1.25 e pound was put ons 
THE COMMISSIONER: The contention about all thts 
seetions&s one of principle, Mir. MeRner seys, as 
I understend it, they ere not canpatible with what 
he thinks is the right principle having regerd to the 
interests of the consumer, which, in the long run, 
are the interests of the country, the principle of 
reasonable eanpetition in meking purcheses, 


MR. KELLOCK: Well, my lord, I will heve to deal 


with that when I <-- 

THE COMMISSIONER: You see, I dam't know whet 
you sey, but you sey snyhow they should be left as 
they are, 

MR. KELLOCK: Yes, my lords 

MR. MgRUER: They ought to be used more then 


they ere, as I understand youy 
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MR, KELLOCK: No, I em not saying that at ail 
at the momen ts I am seying they ough t to be left 
there, however you express them, because they do 
provide the mechinery which enables the sovernmat 
to @eel with a situation which arises over night, 


| 
which sey be temporary and which you cannot as semble 
Parlioment te deal with, to fix e specific rate of 


duty to deal with it. It provides the machinery 


to deal with e« situation of that kind when it erices. 


» - Row, in regerd to my friend's ergument, which 


your lordship mentions, sbout reasonable competition, 
I em going to desl with thet a little more fully when 
i gome to the tariff section, but, my lord, I will 
just indigate my point in advenece, and thet is this, 
thet when your lordship says on the basis of 
reesonable competion thet is the lenguage thet is in 


the Ottewe egreement of 1932, 


THE COMMISSIONER: Yes, 

MR. KFLLOCK: Now, if you ere going to heve 
reasoneble coupebition -< | 

THE COMMISSIONER: I em not saying whether or 
not it is a proper position. I em telling you that 
is Mr. MeRger's point of view, and if you want to 


meet 4% you can meet it. 


MR, KELLOCK: I just want to indicate in ed vance 
my Lord, that there sre two things. You have a 
basis Of reasonable competition on the besis of 
relative costs of production as between Great Britain 
end Caneda. You also have -= 


THE COMMISSIONER: Not only Great Britein, but ugder 
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the British preferential teriff the British Dominions. | 
MR. KELLOOKY Under the British preferential 
rate; you also have the Brit igh preferential principl 
which means thet those entitled to those rates sre to 
5 || heve e preference over those not so entitled. 
- THE COMMISSIONER: You mean the rates are lower, 


MRy KELLOOK: Yes; in other words, in order to 


| heve lower retes for thet cless you have got to have 
higher retes for the others, and you cannot have 


10 people who ere entitled only to come in here under 


the intermediate end general rates on the msis of 
competition if you are goine to give the British 
exporter a preferences 

THE COMMISSIONER: Se then reesoneble econpetition 


15 = . 
| must of necessity epply only to the British importer, 


“MR. KELLOGK: Insofar es the items dealt with in 
the Ottawe agreement are cone erned, and there are a 
great meny textile items in thet sgreement, and I wan 
to refer to that a little later on. 
. THE COMMISSIONER: Insofar as ell outside 
importers ere concerned they are not to heve reasonable 
competition privileges, 
WR. KELLOCK: Not if you are goine to give the 
25 British importer here a preference, my lord. You 
have to protect him and there therefore must be an 
edvence in the case of intermediate and general rates 
MR. MgRUER: No, no, | 
| THE COMMISSIONER: So you must make the position 
30 || of the exporter in the other country what you might 


eall unreasonable, 
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\ . MR. KELLOCK; You have got to give the domes tic 
inéustry here some protection, 
THE COMMISSIONER: On whet pege, Mr. MeRuer, 
of your factum was this dealt with? 
5 MR. MgRUEZR: I+ is on page 502 of the Customs 


Tariff Act» 


MR. KELLOCK: Whet is that? 
MR. Mg RU 


BR: Page 2@ of the Customs Teriff 
4g te 
10 MR. KELLOCK: Whet is it you are referring to? 
MR. MgRUER: The Ottawa Agreements. 
THE COMMISSIONER: This is e French version; you 
are not referring to the French versions 
MR. MgRUER: No, my lord, 


THE COMMISSIONER; You heve it some place in you 


factums 

MR. MgRJER: Yes, I know; it is quoted in two 
different places, artiele 11, my lord, 

THE COMMISSIONER: It says that<-- 

24 *.ethe teriff shell be besed on the principle 
thet proteetive duties shall not exceed such a 
level es will give United Kingdom producers 
full opportunity of reasonable canpetition on 
the besis of the relative cost of esonomical 
end efficient produce tion"-- 

MR. KELLOCK: Yes, my lord, 
"He COMMISSIONER: Sell then, you say it follows 
from thet that the anfortuncte country that comes 

j 30 under the intermediate or general tariff must not 


heave the opportunity of reesonable competition? 
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MR. KELLOCK: No, my lord, not from that; it 
follows from enother article in the same sreaty 
that I want to refer your lordship to leter, 

THE COMMISSIONER: Where is thet article? 

MR. KELLOCK: It is article nine, but your lordsiip 
hes not been referred to it yet, and I em desling 


with it when I come to my section on teriffs, 


THE COMMISSIONER: I thought you were dealing | 
now with thie question, 

MR. KELLOCK: No, my lord, thet vin Wf just cam 
UD. I said I was just going to indieate in adveme | 
what my ergument was, 

THE COMMISSIONER: You want to turn off now, 
and come bask to it, 

MR. KELLOCK: I want to come beck to it later, 
my lord. IT heve a section on tariffs but I want 
to deel with seotion "G6" first, which is the section 
which deals with Japen, and which comes, I think, 
more logicelly first, 

THE COMMESSTIONER: Whet sbout some chance of 
raising some revenue for the country? I thought 
the Custons Tariff was something to raise revenue 
with, Apparently you must not have even reasonable 
competition from abroeds 

MR. KELLOCK: When your lordship sees the volume 
of stuff which is coming in under the British 
preferential -- 

MR. MeRUER: Most of which pays no duty. 

MR. KELLOCK: No, no, my friend makes extravagant 


statements; that isn’t true st all,» 
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MR, MeRUER: I heve a statement here that is 
ready now, 

THE GOMMISSIONER: It goes back how far? 

MR. HOOPER: 1907; it is ready now, my lord, 

THE COMMISSIONER: Well, we better heave it some 
time to-day, and then Mr. ‘ellook ean heave it for his 
consideration, 

MR. AELLOCK: There are lots more items in 
the teriff then the textile items, my lord, which 
contribute to the revenue, and textile items do 
es well, Now, my lord, i-want to deel with Japan, 
first with the rayon duties, 

THE GUMMISSIONER: Where ere you now? 

‘MEs KBILOCK; Seetion "G6", my lon, 

THE COMMISSIONER: You are skipping "F"? 

-diRs KELLOCK: Yes, I want to teke seetion "G" 
first, i think it comes more logicelly in my 
argument, my lord. 

: immediately prior to the coming into ef fect 
of Exhibit 401, which is the letter da ted 
December 26, 1935 from the Prime Minister and 
Secretery of State of Canade to the Japanese 
éinister to Csnada, the Canedien duties arains t 
importetions of artificial silk febries from 

depen were calculated as follows: 

Under ites 561 the fixed walue for duty purposes was 
a minimum of. $le25 per pound, and thet was an 

Order in Vouncil under section 45 of the Customs Act, 
and the duties were -= 


THE COMMISSIONER: Pardon me a moment; oh yes, 
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1931, I thought it was later than that. Thet is 
right, is it, 19317 
MR. KELLOCK: Yes,-my lord, The duties were 
first efi ad valorem duty of 40% less 104 discount 
py reason of the Freach Treaty, or 26% net, a specific 
duty of 40 cents per pound, excise of 3% on the duty 
paid velue, end then e dumping duty on imports of 
50% on $1.25, and thet is besed on section 6 of the 
Customs Teriff Aet, and then a surteax was in effect 
imuediately priér to the lst of January, 1946, end 
thet wes 38-1/3% on the fixed wiues 
THE COMMISSIONER: thet surtex wes the one thet 
wes put inte effect some time in 4ugust, 1965, wasn’t| it? 
MR. KELLOCK: Yes, my lords 
THE COMMISSIONER: Under whet provision; is that 
under 437 
WR. KELLOCK: I have that sane places 
THE COMMISSIONER: Beemse it was unqiestiona bly 
@ pure pinttet of reteliation, wasn't it? 
MR. KELLOCK: Yess | 
THE COMMISSIONER: That just shows you how thes 
sections can be usede 
MR. MgRUER: There is a provision that gives th 
the right to do that, where goods of Ceneda are 
discrimineted sgeinst by esny other country, and in 
this case the Jepanese hed put. on a 50% tax on certagn 
Canadian goods. — 
MR. KELLOCK: It hes been there, of course, for |e 
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me evidence it was used as against Germany, 1 think, 
| THE COMMISSIONER: It is so ag to deal with 
discriminatory measures by other countries, 

MR, KELLOCK: Yes, my lords There is a sectio 
and I think I mention it e little later on. I heven't 
got it in my minds 


MR. HOOPER: ~ection 7, my lord, of the Customs | 


Tariff, 


THE COMMISSIONER: Of the Customs Tariff; elri ch te 


10 : MR. KELLOCK: "By reason of Exhibit 401, the 
duties on and efter the let of January, 1936, 
on artificial silk fabries from Jape became’ 
end the duty is celeulsted on the procleimed velue 
of the yen of 3945 cents, The ad valorem wes 40% 
= less 10%, or 36%, the specific duty 40 cents per 
pound end an excise duty of 3%, 
THE COMMISSIONER: The excise duty of 3% is 
levied after ell these duties -- 
| MR. KELLOCK: On the duty paid value, my lord, 
Bs yes. ‘then, there is a currency dumping duty -- 
"under the provisions of section 6, subsecti 
94a) of the — Tariff Act, being approxima 
ly the difference between the invoice value of 
the goods at the proclaimed rate of exchange 
of 39.5¢ per yen and the invoice value at the 
current rate of exchenge. In figuring these 
two emounts 9% is deducted from the invoice 
value as this represents Japemese excise tex 
which does not apply to exports, and eccordi 


the invoice vaiue must be adjusted by elimina ting 
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"this tex before the inyoice value is computed 
at either the proeleimed rate or the current 

exchanre re tes 

égcording to the evidence of Mr. Hooper 

it wes the surtax which existed in the letter 

part of 1935 which kept out Japanese imports tiong. 
To be exect, the surtex was in foree from the | 
Sth August to the Slst December, 1925", | | 


THE COMMISSIONER: Mr, Kellock, am I to understean 


\ 10 from now on thet you ere contending thet the present 
protection against Jepanese importetions is not high 


enough? 


MR. KELLOCK: Yes, my lord, 
THE COMMISSIONER: Alright, 
MR. KELLOCK: "Ag shown by the ectaal importationg, 
Mr. Hooper's evi deme is not quite accurate in 
this respect". 


mean this is just a matter thet Ur, Kooper overlook 


at the moment, 


20 


25 


“arter the surtax was put on and after the expi 
of the reguletions, which allowed goods en route 
at the time the surtex was imposed to be entered 
free of surtex up to November 15, 1925, there 
were importetions of Japanese ertificiel silk 
febries between that date and the 3lst December, 
19552 | 

So thet they were not absolutely shut out in the 

period from when the freedom of entry by reason of 

goods being en route expired on the 15th of November 


up to the end of the years 
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THE COMMISSIONER: The surtex did not apply to 
goods en routes 
MR. KELLOGK: Nog, 
THE COMMISSIONER: Thet is why they were not simt 
5 Ou te 
MR, KELLOCK: But thet period, expired on the 15th 
of November end after thet it did apply. 
THE COMMISSIONER; Arter that they were intended 
to be shut outs | 
10 MR. KELLOCK: Yes, but there were jmportetions; 
tht is my point in that peregreph. Between the 15 
of November, 1935 and the end of the year there were 
importations, not much, but there were soles 
" Before the surtex was put on, ar ti fic ial 


15 
; gilk from Jepan wes being imported into Canadas 


Ls. is interesting to note that during this 
period the yalue per pound of these imports was 
70¢. at the present time ‘the same type of 
goods being imported today’ in imported at 
\ = _.., considerably lower invoice prices." 
Now, that quotation there -- 
TE COMMISSIONER: Theat is,lower then 70 cats. 
; MR. KELLOCK: Yes, my lord. That quotation 
is teken from the docwment I refer to next, the 
Appreiser's Bulletin of the 10th of Siete 1936, 
whieh was gancellei after being only a short time in 
force, and thet Appraiser's Bulletin showed that the 


invoice value ot thet time was around 24 or 25¢, and 


| - | 30 in the preceding year had been 70 cen Be 
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" 4 gomperison between Exhibits 125 and 126 
fllustretes the extent of the reduction in dutie 
at the lst of Jamery, 1936. These exhibits 


deal with one perticuler fetric, nmemely, 4 277 


5 piece dyed plain taffeta. According to Exhibit 
125, the duty upon one pound of this meterial 
prior to the lst of Jenuary, 1956, amounted to — 
$1,.584¢ epert from surtex whieh brought the total 
viebear Ua payeble to the Government up to approx~ 

Y i imetely $1.95. Exhibit 126 shows that as a | 
result of the reduction in duties the amount 
payable wes reduced to approximetely 64¢." 

Now, thet is the extent of the reduction, andes I 
point out leter on, my lord, there is a new velue 
% of the yen in force now, since the lst of January, 
1937, because that is set. The rate now in operation 
is 35¢ in place of 3925s 
THe COMMISSIONER: It was 59.5 lest year? 
ie HE. KELLOCK: 39,5 lest year and it is now 35 
cents, and the figure which will operate next year is 
now set by reason of the fect that the figure whieh 
will operate next year is based on the averege of the 
preceding five yeaTSe ~ 
25 “THE COMMISSIONER: Including this year? 
MR. KELLOCK: No, ending on the Slst of December 
1936, my lord, 
THE COMMISS TONER: That goes on until: 196, isn’ 
“at? : 
30 WR. KELLOCK: Yes, and I think I em right in seypine 


thet will be around 30 cents, but I heven't got the 
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exect figure. 
Now, the effeets of the reduction in duties in 
| inereesing the volume of imports is shown in the 
exhibits which I set out there, ami these importations 
eover a wide renge of goods. Exhibit 5223 is eanposed 


| of the goods being offered for sale by Mr. Fairchilaé 


| of Montreéel who is the egent of Mitsui & Company. | 


"These semples cover a wide veriety of types, : 
patterns and cclours of better class goods of | 
fine quality". 
THE COMMISSIONER: Have we any evidence of 

| ectual sales? , | | 
MR, KELLOCK: Not in the cese of Mr. Fgisreibila, no, 

| but in the case of the next exhibit we have, my lord, 

which is that of Fisher & Company who ere probably 
one of the more importent people in the import bus inesbe 
Thet is exhibit 1197, It shows the large variety 

| of rayons, cottons, mixtures snd silks. 

THE COMMISSIONER: There should be ea comma after 
| cottons. 

UR, KELLOCK: Yes, my lord, a comma, 

"eeshows the large variety of rayons, cottons, 

mixtures and silks being imported into Canala 

and carried in stock by 4,3, Fisher & Compeny, 

importers, of Toronto] since the lat of Januery, 

1926." 

THE COMMISSIONER: Are you talking of Japsnese 

}eotton now, because we ere on Jepan? 

MR. KELLOCK: Yes, my lords 


MR. MeRUER: 8,200 yards, 
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THE COMMISSIONER: Japanese cotton? 
MR. MeRJER: 8,200 yerds, 
MR. KELLOCK: I give the details of it down below, 
my lords | 

THE COMMISSIONER: I+ is all from Japan? 

MR. KELLOCK; All from Japene 

UR. MgRUER: It is not stated whether they have | 
sold them or not yets | 

MR. KELLOGK: If my friend looks at the foot of 
the page, 1 am just coming to it. In rayons they | 
imported 751,160 yards covering 26 lines. They | 
sold in that year, for the period Jamery to september, 
1966, 555,560 yerds, 

THE COMMISSIONER: You heve no money value of 
these goods? | 

MR. KELLOCK: The money value is in the exhibit, 
my lord, in every cases 

UR. MeRUER: About 360,000 worth. 

MR. KELLOCK: Some of then I wnt to refer to 
because the exhibit is meade up on the basis of all 
the particulers. There is e semple of the cloth and 
the prices at which they were sold, 

THE COMMISSIONER: Well, we will adjourn for a 
while. | 


-=- The Commission adjourned for a short recess, 


(Page 16475 follows) 
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shows list of sales of Japsasese consignment goods 
and it is dated 14th October, and it eovers the same 
period as covers in my factum, from the same exhibit. 


_ January to september, and tie value is $191,870. 


_ Mais Fisher & company? 


SLR? Ls} 
i 


>> Oh resuming at 4,10 P.M. 

MR. SELLOCK; Iwas dealing, my lord, with Exhibit 
1197 at the foot of page 3, I_head given your lord- 
ship the figures as to rayonse Rayon and cotton 
mixtures the imports were 92,400 yards, covering four 
lines, and the sales were 61,860 yards. The cotton 


imports of this concern were 8,200 yards and the sales 


were 2,160 yards. . Cotion and silk mixtures the 
imports. were $00 yards and the sales 200 yards. sil 
the imports were 190,980 yards and the sales 116,725 
THE CMMI sGLOKGR; . What does that mean ~ silk? 
MR. EELLOCK: That means natural silk, real silks 
THE COMMISSIONSR; bid somebody say what the valu 
of all these sales is? i think it was Mr. MeRuer. 
MR. MeRUGR: i made a rough calculation, $75,000. 
The way i worked it, was 10 cents a yard for the rayonp~ 
Tub CO- TSSTUNSE: we dO not know, 48 @ matter 0: 
fact. ia i 
MR. MoRUER; I don't think we have it, 


MR..KELLOCK; In this seme exhibit there is staten 


from Toronto stock since the ist of January 19356, 


THE COMMISSIONER; Did that cover the same goods, 


URe KELLOCK: | Yes, he has it here by months. 
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| highfer price than they suggested they were selling vik 
Jat. I worked it out at 10 cents. Theat must work 


out about 30 cents a yard, 
|for the Commission were buyers for several retail selli 
|Orzanig@tions in Canadas, Some of these witnesses said 


menulaeturer of Canadian orders and the size of the orde 


Fequiread was a handicap in the building up of Japanese 


Le 1197 ead evidence 6478) and no Goubt by other 


pune carrying of stocks in Canada and the size of the 


List of sales of Japanese consignment goods fran stock 
since January lst, 1936, 


UR. MCRUER; They must be selling them at a lot 


ay ahs a nal none nerSiro RL 


MR. KELLOCK: 730,505 yerds, That is what Fisher 


himself said he has sold, my lord, 


Ane ten remteterm in enna 


SECRETARY YHITTIEY: Better have that Exhibit, 


MR. KELLOCK; A number of witnesses called by countel 


that the distance fron Cansda of the eapenese manufactu 


and the delay iavelved in the execution by the Japanese 


mportations into Canada, It is apparent that the 


policy adopted by Fisher and company, (as revealed in 


Japanese importers, of eka carrying stocks in Canada 
pf a wide range of goods is designed to eliminate any 
lisadvantage there may be in this regard, The consi 


ent arrangement permits the Japanese exporter to finance 


stocks is’ limited only by the desires of the Japanese 


| 
| 
| 
| 
| 
| 


xporters themselves, =§ ‘These buyers admitted that th y 


yecured @ higher mark-up on these goods, This makes 


Inese goods attractive to these buyers without the 
| 
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| consumer Neceswarily receiving any benefit from their 


lower tests. 


lgnet 


"Exhibit L197 shews also that in addition to 
stoeks being carried in Canada goods are belug 
imported im the grey and dyed and finished in 
Samada in accordance with the Canadian eunheneie 
requirements, Pages & and 9 of this Exhibit 
shows. samples where goods were dyed and finished 
in Canada, Tsis practice removes a further 
objection voiced by the retail biyers, namely, 
that the requiremeats of their customers for 
colours change very quickly in style fabrics and 
wae colours were ordered in Japan the demand 
sometimes changed by the time the goods arrived 
in Canada. Golour, requirements do not chm ce 
rapidly om plain goods of course put they do 


Om hovelty or style fabrics, where Japanese 


goods are imported into Caneda in the grey ad 


dyed and finished here in accordance with the 
Ganadian Buyers’ instructions this disadvantage 
is entirely removed, 

It is to be noted that all cf the above 
geeds were imported sess. ” 


is, the goods imported . by Mr. fisher. 


—— imported Ok consi gament. It is 


stated in the last paragraph of the letter dated 
Getober 14th, 1956, from A.8.¥isher & Gompany 


to the Commission, which is part of Exhibit 1197, 
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that, ‘mo advantage exists, however, as regards 
our selling prices of consignment goodse....* 
and we thereby have no advantage in our Selling 
prices over direct importers,'* According to 
the evidence of the witness Kehl, who writes the 


letter, confirmed by that of mr. Hooper, no currency 


Guuping duties are paid to the Government of Canad 


ae 


on goods imported on consignment. This means, 
therefore, that while the consignment importer 


Claims to sell to the Canadian Purchaser at the 


aeewenwtncmrnee armen 


same price as though the goede had been imported 
not on consignmeat the Government of Canada, is 
paid no currency dumping duty on these consignment 
imports. 


with TPOZardecee eon” 


THE COMMISSIONUR: Have we ever had any explanation 


about this question? 


20 


sUCA: I attempt one 3 little later on, 


SLSSIONER: ll right, we await your attempid. 


Mite KELLOCK: abd when Mr, Hooper gave evidence 


he sald something and when my friena was presenting his 


argument there was a discussion as to section 6, sub- 


section 9 (a) of the Customs Tariff Aet, which is the 


basis of the Currency Dumping Dutye 


WR. MeRUER: ‘The crux of this is that they must sell 


he goods here at such a priee thet dumping duty 
{! ; 


Fo 
a 


Muld not apply. That is, it must be a price above 


she fair merket value, as sold for home consumption. 
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WR. KELLOCK: No, that Is @ifferent. 
THE COMMT“SICNYR: Mr. Kellock is talking of currency 
dumping. There are so ainy different ways of dump- 
ing. 

“WR, MeRUER: “I know but the price they must seil 
at heré must be of such @ price that the currency 
Gaith g duty would not apply. If they sold at a 


| 
| 
| 
lesser price then the duaping duty would apply and sa 
i 
| 


) ‘ property dn the goods are in the exporter in Japan. 
THE COMMISSICNER: Suprosing two shipments of goods 


eame in at the same time - one with direet purchaser 
here with invoice shoving a certain value and in the 
other ease of consignment°tco a man like Fisher - same 
price, same gooés, seme value, then curreney dumping 
charged on the one phe not on the other. 
UR. HOOPER: Only provided - if the selling price 
happened to be in @anadian funds. 
“THE COMMISSIONER: Never mind thet, 
wR. HOOPER: There might be a case where there 
would be no currency dumping duty. 
 PHE COMMISSIONER: Supposing both cases the same 
WR. HOOPTR: And selling price to purchaser in 
Canada was in the Jip(nese yen, there would be currence 
dumping duty ‘eollectéed on the sale. 
"HE COMMISBICNER: Yyould not that allow the man 
wad gets ‘he goods to sell them so much cheaper? 


“ua, HOOPER: No, my lord, Section 5 of seetion 6— 


“of the Gustoms Tariff Act provides for shipments 
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On consignment and if he evades duty by importing 
on #e8< consignment then the Customs Department may 
collect that dumping duty. 


MR. KELLOCK: What do you mean by “evading dumpin 


duty by importing on consignment"? 


MR» HOOPER: Sells at a lower price than the pur- | 
chaser in Canada could import direct. 


MR. MeHUER: He must sell at the same price as 
the purchaser in Canada eould import direct or else 
he 1s subject to the dumping duty. 

THE COMMISSIONER: That is not the way thet Mr. 
Kellock seems to put it. aHe seems to put it the 
way I first put it to yous That is to say, the man 
who brings goods in on consignment has an advantage 
over he who buys, 

URe HeRUER: He has got advantage that he can 
make some more Money on them because he is really the 
vendor, the property is in the goodse 

THE COMMISSIONER: He has that advantage? 

MA, MeSUCk%: Yes, but ---= 

THE COMMISSIONER: But the public Ras no advantage, 
they must pay the same price anyhow. So that the 
Canadian manufecturer is not prejudiced any more by 
the one than the others | 

MR. MCRUBH: Nos 

MRe MELLOCK: I am not so sure about that. 

THE COMMISSIONER: Iam following out Mr. MeRuer's 


arguments However, you say you are dealing with this 
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MR. KELLOCK: Yes, I deal with it right now, 
| The situation is this, just as your lordship puts it, 


if goods are imported in here from Japan end they Gre 


| purchased & currency dumping duty is levied and it is 
| the difference between the = exchange rate end 
ee rate, That is got to be paid. Now, 
the practice is if goods come in here on consigninent 


| that currency dumping duty is not paid, but the provisg 


| 


is it is not paid so long as the importer here sells 
the goodsat the same price as though he had in fact 
paia the curreicy dumping duty. - Now, --- 

THE COMMISSIONER: If that is carried out, you do 


not suffer? 


MR. KELLOCK: Well, I say this, my lord, on page 5- 
it is. in the middle of the first paragraph there: 
"With regard to the con-ention that this 

has no effect on the selling price to the Canadian. 
consumer, it must be perfectly obvious that if | 

‘< @008s are sold in Caneda by the consignment importe 
at the seme price as though the goods had been 
purchased outright and curreney dumping duty 
paid, there is available im the hands of the consi 
ment importer an amount equal to the currency dump- 
ing duty out of which he may pay his own costs 

ef operatings > - If the consignment importer 
hed to pay the currency dumping duty in the same 


way as the importer who purchased, the consignment 


i 2 
s tag %i'¢ 


Thaag Sos a GE. C32 BESS apt Thais pains | 
Wot Piigly tf ndiw Laod it wiki enon 


ib aug qilebrod woy es tant etened souk | | 


ets Yous hae toqut ‘mort e1ed al Betroqat ore adtog tL | 


ei él base beivel ef ‘Sak Sal ereiEe 8 Deasdoweq 


ae of 


bas otex opasioxs jaerius edd aeewd od eonerettib ent | en ee 


Ou 80 gp deg OC-OS Sos al tacT- yetet binteleeee 3 


gasangiewce no eted ai smoo “hoog t2 af eoMonny eft 


oetveta on end ,bise ten ei-ytod galgasd youerreo tadd | or 


alles esed seireqsl edt as guolwa Blaqotes: abdhwny 


test at hod ef iguouis as ebiug omae silt Seadoo ot | 
-s~ ,8O8°  exytub galqawd yeaotres sdz bias 


Ch BOY. ,tue Seltrse al fede 2t . sAARORSSIMHO9- SHE. 


| 


-@ eogeq mo ,fbrel ya , aid? ‘yee Ll .fiev --Ro0LEMi sae: 


- yoged? Agetgetsg te1it ed? to elbbix ont ai-eli ef 


os) -@hdd teat -aoltestnec ext of Seger uttiy®. coe | 


Raldened eft et eottq suiilies eff ge-fostic on,ead-cv |} OS es 


ti dei} evetvdo YLtoottog od tau #2 yrommenco | 


| Bsizoqmi tasattienoo eft yé ebsas).at ‘bios e198 Hhoey R q os 


Ce tes : . 


| eed bad shoog ent dguodt ce eeisg easeent ts | 


) Ot a “yaad asigad ‘yeneriwe bas trig tata» peaadowa: ad 1 | 
doy tance esis 20 sbasi eid at veldattave: wt oveds ange 


| Se 
ue 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


ORONTO - CANADA 16482 

importer would have to add something to its laid- 
downh cost te cover his cperating expenses and profit 
The effect at least is, therefore, that the price 

at which the consignment importers sell is lower 


then it would otherwise be€seorcsse 


hn other words, he may sell at the same price as the 


person who0e-=-. 


| 
| 
| 
THE COMMISSICNER: How ean you require more of him 


say that he should sell at a higher price? Here are 
Wwo articles for sales . One put on the market by 
ine perscan who bought and the other who took them on 
jorsignment, So long as at the same price, how does 
r 


| 10 fhen now, if he meets that requirement, if he selis 
#t the same priee es the person who buys - how can you 
15 
it affeet you miore prejudicially than the other? 
UR « KELLOCK: In this way - if I am a consignment 
importer and I can bring in goods on consignment without 
20 


gbying the currency dumping dupy then I say that contain 
ine element of fraud and there is no way, - if I want 

ip rebate to my oupertar I can do so, the man who ships 
1 me in Japan --- 

THE COMMISSIONER: Whose busim ss is that? 

UR. MORUER: He owns the goods, 

THE COMMISSIONSR: Yes; ‘he principle of your 
protection is here, that the foreign erticle is not to 
put ch the market to tempt the Canadian consumer 

| & less winee than so and 80, As long as that is 


served, as long as the consumer cannot get it any 
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cheaper - whether he buys it through a consignment 


agent or through en importer who sells - what is the 


_ | difference to you? 
s | MR. KELLOCK: ‘The Gifferenee is this: That if me 
eén be brought in on consignsent so as to avoid cne i" 


i 
the duties, currency dumpiag duty, then the tendency | 


will be for all or the bulk of goods te be brought in 


in that way. 
10 . zi | 
| THE COMMISSIONER: Suppose they are, 
| | | and 
MR. KELLOCK: If they are/they do not pay that du 


rosea 
area tia seated i es lisne arid asian 


then the door is open to fraud as between the importe 
here and the exporter in Japan. 

15 THE COMMISSIONER: what has that fraud to éo with 
you? You aid talking now for the industry, not for th 
Custcms Department and the eGOllection of its 


revenue, 
You are talking now for the protection of your indcusty|, 
MR. KELLOCK: Yes, | 
THE COMMISSICNER: and that protectionis given to 
ly ow by insuring in the first place that the rates of 
duties imposable shall be so-and-so and, in the second 
Place, that the value for duty shall be So-and-so. 
Now, as long as you get those two requirements met, 


|"here is your complaint? 


MR. KELLOCK: I am ‘coming to the value for duty, 


°° “SHE COMMISSIONER: That is to say, if the value 


} ‘ 
or duty, the selling price on the Canadian market, 


is the very same in both Cases. f00ds hroneht in 
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lay cousignee of goods brought in by reselling importer 
what business is it of yours? . 

| MR. KELLOCK; I am coming to the yalue for duty, 

I am working back to thats 
| THS COMMISSIONER: You admitted a mokent ago that 


the price would be the very same in both cases, 


| 
MR. KELLOCK; Let me complete my argument, if 1 acy} 
i think x oan make jay poling clear in this way: if by 
briaging goods in on consignment you can bring them | 
in and avoid that duty, then the tendency will be to 


bring 411 goods in in that Ways Secondly, if that 


ean be done, then by arrangement between the importer 
and the exporter the original invoice price can be bese 
oa the idea that no currency Sumping duty is going to b 
paid. Then the invoice price will be lower because 
the exporter by arrangement can make the arrangement 
that he cam get a refund.or something of that kind, 
THE CUIMISI DON Rs Suppose hegets all sorts of 
refunds?.. .. Supposing Japanese man comes over and sell | 
bin self, what differente does it make to you as long 
pS the selling price on the Canadian market is the 
bae you want end ensured by the Acts Suppose the 


pepanese tan came right over here himself with his 


pargo and brought it here and sold it. Theh you 


preitieet be in any better or worse position than if 


i 


fhe. Sold.it to an agent to sell for him, The whole 
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| particular market prices 

HR. KELLOCK: I say it eannot be enforeed, 

THE COMMISSIONER: Why? Suppose ali gapanese goo 
were soid here on consignment, would that be an evil 


by itself? 


Mi. KELLOCK: I am only setting one ageiust the Other. 
I say this, my lord, that if mo eurreney dumping duty | 
is paid lic oimethe first place it is an anomaly - my | 
10 } position is there is no reason why it should not be pala. 


That is -<- 


TH COMMISSIONER: I ean understand why it is the 
busiazess of the Gustoms Department. I uo net know 


whether it is your business, to use a commercial phrasd, 
15 


The Customs Department could say, "There is no reason 
why we should not get so much more money out of this 
Man." How does it hurt you? 
Re KELLOCK: I cannot give your lordship any 
20 || evidence, I ean only say the tendency is this: that th 
Japenese exporter, if the goods be shipped in this way, 
| he does aot have to pay currency dumping and his invwi 
| price, to begin with, is going to be that much lower, 


or some degree lower, and therefore that increases 


25 
the competition from the very veginning,. The sale 
is at a price which is lower than it otherwise would be 
I quite agree that if it were carried out on the basis 
| it should be carried out - that is, if I bring it on 
36 


| Consignment and bring it in as direet purch&se and I 


tf 


sell it at the same price, the result should be the 
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| But if.I know on bringing it in on consignment I do 
not have to pay that tax, then I am going to bring 
| everything in on consignment, and I am going to get 
a cheaper price to begin with. 


| 
THE, COMMISSIONER: . Unless you can show me Be 


5 
price is going to be lower here --- 
MR. KELLOCK: It will be lewer here if the sellin| 
price in Japan is lower, I do not have to get so muc 
10 from the goods. I do not pay as much duty --- 


THE COMMISSIONER: Yes, but you see the 
Act. says that the consignee does not pay this duty 
only wnexe he puts goods on the market here at such 4 
15 prices 
MR. KELLOCK: quite so, 
THE COMMISSIVAct: Bhat more can you do? I% do 


not say that he cannot throw the goods on the sarket 


| et any prices What is that section? 
| . MR. MeRUER; It is sub-section 9. 
THE COMMISSI* ONER: Just read ite 
WR. KELLOCK: I have it, my lord, page 73 of my 
friend's brief. 
25 MR. MeRUER: It is 6, sub-section 5, and reads; . 
as follows; | 
"If at any time it appears to the satisfactic : 
of the Minister that the payment of the special 
@uty by this Section provided for is being evaded 


by the shipment ee of goods on consignment withou 


i}... sale prior to such shipment, the Minister may 
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is any case or class of cases authorize such 
action as is deemed necessary to collect on 
oudk goods or any of iiices the same special duty 


as if the goods had been sold to en importer in 


Canada prior to their shipment to Canada,” 
4nd then 9 (a) deals with the sales on cousignaent, | 
sub-section 9, 
THE COMMISSIONER: What does it say? | 
MR. McRUER: It is the long one, Mr. Hooper pois ¢ 
out to me that 9 (a) just deals with the sales on 
consignment to sailsand ou controlled by a company abroad 
MR. KELLOCK: No, deals with the whole thing, 
MR. HOOPER: NO, it does not, | 
MR. KELLOCK: Well, that is the way I read it, 
Currency dumping duty is right there in the sub-section. 
THE COMMISSION =R: Yes, but when you get to the 
eousignment part, “The Governor in beanat’ seis order 
end direct that in alb cases of sales or consignments 
of goods imperted into Canada, where the importer owns, 


ontrols or is interested in the business of the 


sxporter, or the exporter owns, con rols or is interest- 
ed in the etakiieaes of the importer, or the importer 

and exporter operates under a controlling or holding 
company, sobetibstandinn ‘ne expreenel hese of the 
sale or consignment, the transaction shall be regarded 
Ih s @ sale and the actual selling price to the purchase’ 
hn Canada shall be takai to be the value of the goods 


the currency of the place or ecountrv of exnort 
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| converted iauto Canadian eurrency at the current rate 
of exchange, or eat the average current rate from time 
to time fixed by order of the Governor in Council, 
and sheJ.l be regarded as less than the fair market 


value of the goods when sold for home consimption, 


and the provisions of this Section shall apply and 


special or dumping duty. shall bedeemed to apply equal | 

to the difference between the value of the invoice 

| 10 computed at the current rate of exehange or at the 
averaze current rate from ‘time to time fixed by order | 
of the Governor in Council, and the value of such 

| || tmwice computed at the rate of exchange for duty 

so ordered as aforesaid, or may be less than such 


15 
éiffereace as the Governor in Couneil may from tine 


| | to time onder and direst.” 
MR KELLOCK: Vell, that simply deals with certs 
speeial cases but at the beginning of that sub-section 
20 it says: 
"Notwithstanding tne provisions of any other 
law, the Gevernor in Council may, from time to t 
and as occasion requires, order and direct, sub jéc 
to such exception as may be made, what shall be 
‘the rate of exchange fixed for any currency in 
computing the value for duty of goods imported 
into Caneda from any place or country the currency | 
of which is depreciated, and in case a sum in 


‘Cana@ian currency less than the “invoice value 
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|/38 and 5 of the Customs Act, where it first -- 


jing at the forms which are provided under the Act, 


| Form (Noa. )s 


| selling le of the saan to the importer shall be 
sate gpa as less then the fair market value of the 


goods when sold for home sonmamptieng? 


of the goods in the currency of the place or 
country of expert, computed at the rate of exchange 


So ordered....* 


| That is, at the proclaimed rate. 


wee edS paid for the goods, the actual selling 


price of the goods to the importer shall be regard- 
" | | 


ed as iess than the fair market value of the good 
when sold for home consumption, and the provision 
of this Section shall apply......" 
WR. MeRUER: That is 4 case of ties 
THE ¢ CMMISSIONER: That all deals with cases of 
sales, fae | 
MR. KELLOGK: Well, it says "Invoice value.” 
THE C CHMISSION® a it deals wholly with sales, 


MR. KELLOCK; I do not see the word'sales' there, 


my lord. It says: "Invoice value," that is all. 


MR. HOOPER: Invoiese value is referred to in Sectio 
MR. KELLOCK: Quite so, 


THE COMMISSIONER: camo iee Means the sales 


MR. KELLOCK: My ‘lora, that may be se but in look- 


THE CRDUAS SIONER: Look, it says, "The actual 
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That implies an importer paying a selling price - the 
a€tual selling price cf the goods to the importer 

shall be regarded as less than the fair market velue 

of the goods when sold for home consumption. That dekis 


with the question of sale, not question of consignment 


at all, and then deals with consignment in certain 


cases, sales or consignment both where the importer | 
owns or controls -<- 


WRe KELLOCK: Yet we heve sub-section 5 on page 72 
of my friend's Brief which provides: 

"If at any time it appears to the satisfeection 
of the Minister that the paymentof the spscial 
duty by this section provided for its being evadeg 
by the shipment of goods on consignment without : 
sale prior to such shipment +....” 

well now, that rather--- 
THE COMMISSION: R: That would look as if consigam 
without sale was in itself ean evasion. 
MR. KELLOCK: Yes, it doess I don't know vhat 
this just means if it dees not mean that. 
MR. HOOPER: It could not have meant that because 
this section was not in the law at that time. 
MR. McRUEBP 9 was not in the law when Section 5 
was introduced, 5S was there before Ge 
THE COMMISSIONER: Well, I think it is time somebod 
got hold of this Act. 
WR. KELLOCK: I think sub-section 1, has always be 


in the Act and you can find currency diimping duty 
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in Section 1 if you want to analyse it, It is really 
the same taing agsub-section 9 (a)e 

THE COMMISSIONER: I think really your argument 1 
that andar the law as it is, in all eases, even cases 
of phy ees the curreney duty should be collected. 


MA.KELLOCK: Yes. 


THE COMMISSION BR: “and the Department is mis- 


interpreting the Act if it does not collect it, 
H 
10 UR. KBLLCCK: I do not know whether I can sar that 


€ 


I think you ean argue on both sides of that Aet, but ‘ 


what I do submit is that there is no reason that I ca 
see why if I eeine buy the goods anc bring them’in he 


me I pay the @uty and if I pring them in on consignmént 


I do note that is the reason for it? I submit the: 
is no peabonebls basis for that at alle 
pur CovMISSIONE: ‘Are you sure the law allows 
that? Because that sub-section 5 strikes me very 
# impressively} although 9 seems to admit of such a thi 
we. eonsignuent and it only punishes it when --- 
MR. KELLOCK: It provides for these special cases. 
RHE COMIISSIONER: “You see it recognizes emsign-. 


ment- "The Governor in Council may order an direct 


25 
. har Be ‘all cases of sales or consignment sr 
sonal aoc x” _ | 
MR. KELLOCK: When you read § and you read 6 --- 
ae THE COMMISSIONER: 5 seems to take it for granted 
30 


that consignme mt means evasion. 
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MR, KELLOCK: (6) If at any time it appears to 
the satisfaction of the Minister that any person 
owiing or controlling or interested in a business 


in Canada and also in any other coujtry, or any 


person carrying on a business in any other aside 
aad owning er controlling or interested in a bus iness 
operating in Canada, and by reason tiereof is enabled 
to import goods for further manufaeture or assembling 
or for resale, and while complying with the lecal | 
requirement on importation disposes of such imported 
gocds, whether in the form as imported or as 

further processed, assembled or manufactured, 


at prices below the duty paid value thereof .«..." 


THs COMMISSIONER: There, you get back to the sellin 


|| price, GO On, 


MR. KELLOCK: "“se.e.at prices below the duty 
paid value thereof as entered at Customs plus er 
including all charges upon the goods after shipment 
from the place whenee exported directly to Canada, 
including Sales, distribution and advertising 
costs, and plus, if any, the cost of processing, 
assembling or further uinufaecturing im Canada, 
the Minister may declare that goods of such class 
or kind were and are on importeations éubjeet to 
an additional special or dumping duty not ex@eeding 
50 per cents and authorize such action as is deemed 


mecessary for the collection thereof," 


THE COMMISSIONER; You see, it is an additional duty 


- L ee ee 
¥ i ‘y fa) ‘Te 7 l 
d ; a 


Bele NS ae 
. : . ha Ate’ 
aes = ae 

+i ps a 


sacutend # al pesienssenk 70 y aatttoxtaes aaeer 
wes Ho. ,tdweD sedto yas at Ogle bas absaed ab 


ystnsoo “edte yas at sagained s ao gatyrine moateq | 


t 

P 

8 alurd @ al bedeotetal to gaiiioséace to galswro dae " 

: belvsae af Teews soeaet xy bus ,sbsasd at Zrii stege f ay 
ty 2 


- gal dmeaas TO ei fontumed tedtuvi qt shoo dsoqank od a 


faxei ony idly galytquoe eLidw bas yolseot sot 16 


soqal dove te seangs ib aod ad roge ao tuonetivpgt =. | 

og te botzoget eo avo} exit at wedvedw yaboog 
“sees toozedd euinv bisg yiul ont voind eeslzy “oo 

pniiies edd of doad fog uey yortest pARMOT OCT MOD aut | 

| = op asa | 

Yad oft woled. oonigg TBeoee" SHOOTER » | 

$e sig Smeseud ee beretse. as Reor8at ouiny biog 


| snomgistn tedts shoog edt BOGS eee. £0 patbaigat 


Z (ped 


| Bs t oe ot ait prcse bet 10gxe eondn eaig 4 A wort 


Y 
| palelitoybs baw soliudinelh .welsb galbugoal 
PES te taco ont eee | tt ore raed getnon . 
ra a ie comet aud gulistge wala baat ™ palleueesn 


4 ei | seeke sows to ahooy dads outed ve arma ede 


| galsestxe son ytush pag 
& al ae woltes 4 


bid .s 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


ORONTO 3 CANADA 16493 


not exceeding 50%. 
MR. KELLOCK: Yess 
THE COMMISSIONER: OF pre tam its proper measure would 
be to bring the prices up to the proper price. 
; o© 9°) MR. KELLOCK: It hits, however, at somewhat a 


same thing as the last part of sub-section 9-(a). 


?ae COMMISSIONER: It does not prevent anybody | 
having an interest in another coun! ry and Canada at ™ 


10 same time and being an exporter in one country end 


an importer thre .— It only says in that case woul 


look to selling price and if the selling price is not 


| | what in the interest of the home industry would be 


a proper and fair one, then you may penalize him. 


15 


Then i say to you; ‘that interest have you beyond that? 
| || whether an importer in’ china has an agency here or 


a branch of his business here. Are you going to stq 


all that? Are you going to say - nobody should do 
20 business in two countries? 

MR. KELLOCK: I submit where consignment imports 
do not pay, that the selling price to begin with in 
Japan is going to be lower than it otherwise would be 
ang ---— 

THE COMMISSIONER; Is not the Act now fully armed 
there with all sorts of teeth to see that does not 
take place? 

MRY MeCRUSR: A dumping duty is not a revenue duty 


- anyway and they only apsly it where necessary 4s such 


‘THE COMMISSIONER: To bring it up to certain 
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selling prices 
MR. MeRUER: Y@Se 
BR e KELLOCK: My lord, the way that I head put it 
down is this: That the direct importer pays the invoilce 
price, he pays the eurreney dumping duty, which he must 


add to Shas price, as weld as his profit. Now, the 
| 


; 


eect diteaiaii ampeeter pays the inveies price only. 

He keeps the equivaleat of a currency dump for his 
10 prof ite | 

MR. MeRUEK; NO» 

THE C OUKISSTONER: You say he pays invoice price 

“only ~ yan, ROAR to the home axexber ? 
BR, KELLOCK: Ye@Sa 

7 THe COMMISSIONER: But he does not pay his duty 
on that invoice PEA Ge He pays his duty on the 
value that is put before him by the Sunboms officer, 
which may be a very different thing to his invoice 
20 exh 

MR KELLOCK: The currency dump --=- 

THE COMMISSIONER: I am leaving that aside, Anyho 
he pays a auty which is not necessarily the price 
noes on the invelees:- 

WRe KELLOCK: I was leaving regular duty out of 
| at altogether, because it mist be paid in both CAS@Bs 
| wal MeRUER: share is no invoice on consignment. 

THE Coma STONER: It should net be called an 


30 tavekée on . cousigamen ty } That is not am invoice, 


An invoice is a bill wher for somebody to pays 


SS 


eyes 


res 
* 


a ra = 


a3 oq bet X seas qos eas g hrol, =. 


EE — 


eval eat ays setzognt texts acd dad? aids af seb 
ot 00 ed satay yeu aalgewd Xenon aut Races oat qoneg, 
ens 10H séLtorg eke a6. Liew ae ,eolig tadt et bbs 


| 

) 

| 

iz pine oti eotorat aad @yeq Tos regal Paamsyleacs | 
| sin x62 aus daadendietisieisieeas| 
Bt terg | 

08, Fa tea wo 

eetag eatowal owes ed we ae ride Dec Lai 9 war, ) 

. | . TePKogxe wend ON8 OF nase wy - = 
; i qus aia +4 tea e900 on tue mnprgonng9 | Sur 


‘; Gi 
an 7 . 
am | ef 


ous 29 vend obs Byeg. oH , 190 iag eotovat sass a | 
‘ .TeatTt9 amo tau one ve abst vena at Ss sede eutoy I 
| eptovel ald of Balas taorernip ey — Bos sho Liter | : 
| cereanca’ ove at SAMAR, [ae 
¢ | — + gaol yonerxu0 eat NOOK. “aM | 7 | 
ae nays sebiae tans galveo! me. @ FeEROLEDIOG mam ” st | 
oe sein eat vttesaeeon fos at io balae vu 2 oven oa 


ag a 
aR te duo yeu tsluget aotract nee $. 
‘ 9200 Atod ak blag oc denn #2 > P 2 
j#aeangt ence uo 20 Lovst? onet ae 
cd Ms . ane BoLiso od toa ete 0 et 


e849 seotovat aes 

a >a Ree chee 3 ‘ aad oc a ae 

al ; a » Lat i = ee re ge a pity 
ia? 


, eo Bg v ¥ 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


SDRONTO i CANADA 


16495 


HC » 
MR. KELLOCK: Yalt a moment, I have got the 


| form. Here is"Form (N.A)" "Specimen Form of invoice 


MR. MeRUER: They certify value, iir. Hooper wi 
t 
| 
| 
| 


5 
approved by Canadian Customs for goods shipped on 
Consignment." "Spcoimen form of invoice"--- 
THE COMMISSIONER: That is another case of ting | 
| words and giving ‘hoe a fictitious meanin g. 
10 


MR e KELLOCK: i appreciate your ‘lerdship's point, 


| invoice contemplates legal sales 


THE COMMISSION me: Yess That is your bill, 
| you pay that. Whereas if we are dealing with principal 
i | ond agents there is no such things Then the Statutes 
| have carrupted everything and the Departments are going 
the same and lan guge does not mean what it ought to mea 
| They call it an invoice, | 
MRe KRELOCK: They call it an invoice and they say 
"for goods Shipped on consignment without sale by 
| exporter." And then, “place and date” and then a 
jline, Then invoice of" and then a long line "sonsigneg 
by," and then there is a table below for *eountry 
25 |jeof origin," Then “Marks and numbers on packages," 
| Then "cuantities and dexeription of goods." hen a 
double oclumn, headed "Pair market value at times and 
place ie shi pmen titees ti) aune 6 of certificate of value 
-sodlhagacer Then Clause 6 im Ren 


‘That the said invoice contains a just 
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and faithful valuation of such goods at their 
fair market value," ete, ; 
Just the same aa on the other. 

Then, my lord,when one comes to enter these goods ) 
there is a form of entry B-l, amended 1930, ead that 
has “Invoice value in currency of invoice, * and ete, 
and..om,the beck.there are, Form 1, aud Form 2, and i 
Form 2 is the "Oath or affirmation of the Consignee 
in Canada, or his agent or attorney, preseribed to | 
be made in cases where the goods have been exported | 
to Canada on eonsignment without sale by the exporter 
prior to shipment." 

Ana the values of those are set in, 
THE COMMISSIONER: You see, it is the oath or affir- 
tion - what does it say? 
MR. ABLLOCK: The oath or affirmation is - well, 
it is. a very long one. 

THE COMMISSIONER: You cannot give me the gist of 
it? 

VR. KELLOCK: Yes, I can, 

WR. HOOPER: That there is no inveice and that the--- 

THE GOMMISSIONGR: It all gets back to market value 

MRe HOOPER: Yes) fhere is no other invoice, 
that the transaction is as set forth. 

MR. KELLOCK: is not lower than the actual cost 
of similar goods plus reasonable advance for selling codt 
and profits, ete. I think very much the same as on the 


ack of the invoice itselfs It also has certificate 
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“Phat nene of the said goods have been sold by or 


on behalf of the owner and jmporteres..." 
Yell, the importer would be the owner. 
"prior te their impertsation inte Canada," 
Of course, my lord, as soon as the importer sells then 


it becomes a sale aud he is accountable and then one 


can speak of invoice price, because the property 
passes. 

THE COMMISSIONGA; That is anether invoice. 

MR. KELLOCK: That involves invoice price from his 
principal because the relationship then changes from 
prineipal and agent to vendor and purchaser and that 
involvesg--- 

THE GOMMISSICNER: it seems by all you have read 
io me that both the act.and the Regulations have all 
this thing quite in mind, checking up on consignment 
aS well as on actual saleSe 

MR: KELLOCK: So far as the certificate is concern 
ed,--- ; 

{HE COMMISSIONER; The whole thing is all directe 
to getting to point of insuring competition only on | 
fair market value. If it does that, that ends 


your interest in it, does act it? You are not 


. interested in what the treasury collects from the 


importer? | | 
MR KELLOCK: Not primarily, no... 
THE COMMISSIONER: Do you sey that the way 


the thing works out to-day that fraud is being 
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| perpetrated? 

| +, KELLOCE: I say, my lord, it _cpens the door 
to that because my submission to your lordship is that 
if I am a consigmment importer end I had in my bands 
a fund which is egual to the currency dumping duty, 


I 
which/do not pay, then I can apply that in various ways). 


THE COMMISSIONER: What do you mean by “Various 


way 8"? 


MRe KELLOCK: well, I cm divide that wp. 

mE COMMISSIONER: Suppose you do, as I say, divide 
it up a hundred tise s, is that any worse than the 
Japanese merchant comim over himself with his goods 92 
‘It gets back to that. Your interest is - are those 
goods being put on the Canodian Market jin a way that 
the fair sania sake is not being ensured and the 
fonsumer is able te buy them? 
MR. KELLOCK: That is the point. 
(THE COMMISSIONER; Can you show that? 
MR. BaLLecn: Not specifically. I can only say 
this to your lerdéship: that the evidence is that the 
Canedian government has no Machinery in Japan for 
checking thate 
TH COMMISODON SN: that applies all elong the 
line. There is no machinery for checking anything « 

MRe KELLOCK: There is machinery in cther countries. 

_ THE COMMISSIONER; I mean in Jepm@e You cannot 
shut out Japakese imports eltoge ther. 


MWR. KELLOCK; <All I am asking is - I submit it is 
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an anomaly thet imports should come in here on eousign} 
ment and not pay the duty. If they pay the duty 
they are on the seme basis as direct import. If they 
@o not pay the duty then, in view of the fact that the 
is LO machinery fer supervising imports from Japan 
as to fair market value, my submission is that the 
fund in the hands of the importer will affect or may 


affect - I cannot put it any stronger than thet - 


abe TA RN TNC ee 


re may affeet the price at which the Japanese importer 


is willing to sell in the first plac@. 
WR, McRUER: That applies to all other eountries 
as well as Japan. 


15 mR. ERLLOCK: “The case we are dealing with is a 


country where the currency is depreciated, and there 
are comparatively few? those countries. 
THE COMMISSIONER: Well, as I say, the only thing 
to do would be to put im the Act that everybody aust 
e pay this particular currency dumping duty whether he 
buys or takes on consignment. 
MR. KELLOCK: yes, that is my only submission. 
THE COMMISSIONTR: That must have been purely 
25 before Parliament and the goveennans and the Depar tue 
very thoroughly when they went to the trouble to 
put all these safeguards around, 
WR. KELLOCK: Then what does sub-section 5 mean? 
I ecannet reconcile the twoe 
MR. MeRUER: 5 is the only one that provides for ih. © 


THE COMMISSIONER? Since they ere all there you 
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must take them all as heaving some value. 5, then 
in the light of 9 and everything else in that act, 


I think must now be construed to meah that when the 


business of consignor and consignee is being used to 

| evade 6 for no legitimate purpose but that, then the 
Minister may take such action as he deems necessary. 

| MRe KELLOCE: What kind of circumstance would the 
| be? 


10 WR. COMM 


SSIONER: I de not know, 
MR. KELLOCK: Because the simple using of the 
process of selling onconsignument, which is merely selling 


Gh consignment, importing on eousignament, obviates the |. 


aa necessity of paying currency dumping, 
THE COMMISSIONER: If 5 stood alone that is what i 
| would mean but you must take it’ nor along with 9 
9 recognizes such a thing as consifznment,. 
| MR. KELLOCK: The only thing I am submitting, it 
20, || is difficult to give any meaning to five, 
THE COMMISSIONER: It may--- 
MR. HOOPER: Seetion 38 (2) gives the same beet oe 
MR. KELLOCK: "In the case of goods shipped 
25, to Canada on rinagitnatt, but sold by the exporter 
to persons in Candda prior te their importation 
into Cenada, the amount of the valuation for duty 
shall not be less than the invoice value to the 
| Canadian purchaser, exelusive of all charges upon ||: 
the goods, dei Ail pront from the place whence 


exported directly into Canada." 
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WR. MeRUER: That is where they are sold prior te 
shipment, that is taking orders in advance. 

THE COMMLSSIONER: Yes, revognize, though, as 
consignment, and always gets back to protecting you 
by ensuring a certain value, and as long as that is doe 


I do not see how you can complain, 


MR. KELLOCK: 38 (2), just dealing with that, 
if the goods are sold prior to their importation into 
10 Canada then it ceases to be an importation on consign~- 
ment, because--- 
THE COMMISSICNER: Is.not the word fconsignment" 
used? Read it againe 
MUR.. KELLOCK: "Im the case of goods shipped 


15 


to Canada on cousignment ," 


That is, at the time they left. 
‘but sold by the exporter to persons ia Canada 
prior to their impertations inte Gansda, eves" 
20 || THE COMMISSIONER: Before they get here? 
MR. KELLOCK: Yese 
TH COMMISSIONER: Oh, yes, they may be consigned 
to somebody and while in transit sold to someboay 


@1se@-. 
25 * 


MR. KELLOCK: Then it ceases to be a consignment 
| sale and by the time it gets here would be subject 
to currency dumping dutys 

THE COMMISSIONER: Would be in the saxs6 position 


as just sold outright? 
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“wr. KELYock: “Yes. 


THE COMMISSIONER: There, again, the consignment is 
not made illegal or invalid, | 
“MR. KELLOCK: guite so put in the certificate 
| which one must take in entering the goods on consignment) 
| the very last provision (12) is "That none of the said | 
‘s00ds have been sold by or on behalf of the owner | 
| and importer srior to their importation into Canada." 
10 | So that anytuing gold in Canada --- | 


THE COMMISSIONER: That is to distinguish between 


&@ sale and a consignweiits 
MR. K@LLOCK: Yes, my lord, ell, the whole p:oia 


my lord, all I want to make with regard to it is that 
15 


whatever the reason may have been the reason is not 
apparente — | 
THE COMMISSIONER: No, it is not apparent to me. 
WR. KELLOCK: And I cannot imagine why in the one 


20 || case there should be a duty and not in the other, 


beeause presumably the imposition of the duty is to 
bring up the Vine desittie ditrditey to the place it ought 
to be before the recular duties are imposed., That mus 
be the object of it, and why it applies in the one 
case and not in the other I do not know, and without 
‘being able to put my finger on whether that does ensure 
me, all I submit to your lordship is that if the 
gonsignment importer here has that money in his hends 
“ then I submit that where there is no machinery in Japan 


lto cheek the certificates in any way, that that is a 
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| fund thet may be used to reduce the price of the goods, 


MMISSIONER; I do not follow you there, 

i do not think it is any business of curs what fund is. 
used in Japan to reduce the price of goods so long as 

| when the goods are put on the market here they sre put 
on at a price for your protection. De you think 

any law should have as its object to discourage traders 
profits in one country having part of their business 

“a jin asother country? i don¥t think so. 
MR. KELLOCK: I do not say that. 


THe COMMISSIONER: That is apparently vhat you are 


striving for. There would be no object in a Japanese 
trader having an agent here, having a branch of his 

| : business here, if he had to pay sll these fines, 

you may call them, to get his goods on the market. 
Therefore, So long as he can only put his goods on 

the market at the seme price as the others who have 
aot any agents here, I do not see that you have any 
complaints. 

MR. KELLOCK: 1 just want to say this and 1 am 
finished - that is, if Il were a Japanese exporter 

lin Japan and I was exporting on consignment to someone 


25 
a Canada, and I khew currency cumping cuty had to 


lbbe paid by him on my goods which he is going to heave 
to pay me, say, 25 cents a yard and if I were un- 
scrupulous and knew on the other hand that by shipping 


r consignment my agent was not going to have to pay 


that currency dumping duty but was going to have 
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to charge a price which would put the pries of that 


currency dumping duty into his hands, then I might be 


willing to sell to him at 23 cents in place of 25 cents 
end certify to it as the fair market value. All I 
am saying is that it opens the door to fraud. - 

THE COMMISSIONER: Surely does not open the door to 
fraude High duties in themselves open the door to 
fraud. 

10 MR. KELLOCK: My lord, I have an illustration here 
which goes’ over a page or two which I think your lord- 
ship will see is an illustration of that very thing. 

; "It is admitted by Mr. Hooper that the Canadi 
o Goverament has no machinery for che& ing what 

the Japanese fair market value on similar goods 

is at any time...." 

THE COMMISSIONER: well now, except that evidence 
that Mr. Hooper made it, that applies quite as much 

20 ||to cases of sales as consignments. 

Re KELLOCK: Yese 

THE COMMISSIONER; shat is ths use of complaining 


about it in respect to the one case and not in the 


ul other? What affect can it have in the one case more 
than in the cther? Here is certificate to be given 
aud sworn to ‘and in both cases say ae the thie 
Japanese market value is. 
UR. KELLOCK: The volume of direct sales is going 
30 


to be very smalls The basis of conparison will 


disappear if the volume of direct sales disappears 
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THE .COMMISSLONER: What de you ucan the "basis of 


| comparison disappear"? 
WR. KELLOCK: Welly if the price that the consignment 
| importer must sell at is to be the same as the selling 

5 es of direct importer, if the direct imports disappegr 
| or dwindle then the basis ef comparisom sabwants them 
end the priees at whith.the consignment importer is goi 
to sell is going to disappear, 


THE COMMISSIONER: %@1l, does not that mean, thoug 


10 : 
the price, the market value here? Yor instanee, take 
the ease of a sale - le&ve ecoasignment cut of the 
| question - you tax the Canedian importer on the goods 
| be: imports from, Japan enough to ensure that he cannot 

8 | put those goods om the market excepting at a price. 
| MR. KELLOCK: You meam direct importer, my lord? . 
| ho TH COMMISSICNER:: Yese . 

MR,. KEILOCK: Yess 
| us (HE COMMISSIONER: That is righty is aot ite 
MR. KELLOCK:. Yes. 
THE COMMISSIONER: Well, if that is the measure, 
‘that is the geuge, you sre not getting away fro that 
hy bringing everythiag in on consignment, are you? 
25 


*MRy KELDOCK: I think you are, my lord, if your 
measures ‘of eauparison disappeare 


THE GOMMISSIONER: No, I say the standard is that 
the goods, before they are put on the Canadian market 


( - 39 |} abt-all, cam only be put there at sueh a price as will 


not unfeirly compete with yous 
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MR. KELLOCK: The ist I would put it would be thi 
: THR COMMISSIONER: I thought all these proceedings 
of ascertaining the home market veiw and advance 
for cost and advance for profit was intended to see 
that the foreign | article when put here on the market - 
to say to our consumer - is ae least in no Sekhen 
cent tion than wentenachtts i$ 
MR. KELLOCK: It is intended to do it. 

THE COMMISSIONER: Does not it do it? 

MR e " KELLOOK: in this ease when dealing only 
with miggerins dumping duty--- 

aie COMAT: SSIONRR: | You are talking of the other 
end altogether. I say when put on our merket and 
being sold at such a price ta Goliars, at does it 
matter whether it has paid any duty, so iong as it is 
not sold at any lesser price. 

UR. KELLOCK: yes, eA ior a, “it does not matter, 

THE COMMISSIONER: phere is where your interest 

begins and ates | | 

MR. KELLOCK; All I am trying to submit, your 
lordship, is this: If all these things come in on 
eslibtadiecan’ how can one say that the price at whick 
the fenton sells is at the price he would have sold 
if he hed to--- | Ne 

THE COMME SSICLER: It is not the price that he 
would have sald, it is the erlen which I say is the 
same as yours, it is the prea price. 


MR. KELLOCK: Your lordship does not mean 


Lee tentenenneinreyreinen ine tee te seem 


ee ee ee | 


Nena tbeeoorg eaesd ifs tdguodd I {RaMOLeaTENOD: snr 


pelid ef Bivow ¢2 duq Sivow I yeu oF ROLES Saall 


~ tears ois BO — iyq none satnestaadbt iene eds staid | 


¢ pice | oved biuow ed asin edi ta.et BLiee xeszogah ox3] 


eohavbe ben ender totnan ented autnissrecsa 20 


aoa OF Sebssvat sor 3 1267y tok Souths baa F209 sok 


 sadted om wt gezel 40 af ~ omvesvo ago of you ot 
‘Dieaawoy ssid aott faoq a 
eti of of Hbebmetai et $I FROULD fine | 
Tl of Zi gon soot IROL CET RROD aut be 
yisto waiissd wedw wens elt nash sNOOLIR samen 
=~-vteb poiquub your ftie 
‘tedse sad? to peta: ee “er TE OLE CERMOO SHE © 


ob week tate —tantiet ob enter deencte shoe gated] * 


| 
| 
bas oO BBR me ia dug Sode yse T: stadt ogod.is ban: | 
| 
at of aa gant ce Yuh as bing asd $2 sedtose setson | 
rool wesoi qs te blow aos | 
-tetian fon aeob ff pace We BOY ;SOOLEL. ae | 
teoretal esa o1edy et atest sizuo Tae Lando ant 
+Bhae hie anize¢ | Ba 
Woy Pino OF yulytt me I LEK ADL a Py 5a 
mo ai exoo upaidd easdt ifs tI yaa ak vaisabros | 7 


to iste te wabtg ons tage ee eco ase wod taanmytaacs | 


syesg~eoth agaks wpee bod od af 
= 5 POS a ee , 
AOR OAKES aN ema SP | 


aa 
rq adt 


my — ae | a é eer : as s r - 
te ce be 
4on Beoh 


4 - e 
ae Fe a 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


-FRONTO 


REPORTER 


CANADA 16507 


10 


15 


20 


the domestic price? 

THE COMMISSIONER: You start off with the price 
of the country of manufacture and then add duty on to 
and valuation on top of valuatio, and then comes 4 
excise and surtax, All thie to ensure before it is 


put on the merket here it will reach a figure which 


is not less than your figure for the same article. 
Now, is not that the object of protection? 
MRe KELLOCK: Well, mo, as I understand it. 
THE COMMISSIONER: Yell, if I am wrong on that --- 
MR. HOOPER: That is right as far as consignment 
shipment. | 
MR. KELLOCK: Your lordship, this point, before 
duty put on --- 
THE COMMISSIONER; I do aot see the point *before 
duty put of?" I say before the article can be put 


on the Canadian market it ean only be put there 


at a priee which is in line with your price. Is 


not that all you ean claim? 
MR. KELLOCK: Yes, previded I am given the pro- 
tection. 
THE COMMISSIONER: That is your guatec tion: 
MRe KELLOCK: What your lordship means, ia line 
with my price? 
THE COMMISSIONER: I mean to say, to give you 
the preference over the foreign article, 
‘MR. KELLOCK: If those things were brought 


in and duty was paid --- 


oa ee | 
a 


Se a ee! 
+ 


nee a0 vob bbs nods bas owtea wasn to "vat auoo owe te ‘ : ia 
‘aeaoe sods ue smb sen Lev to wot ra » noltautsr bas | ’ | 

lei ¢ 77 we oted ‘wane o¢ elas fre | stu bas ‘salore | = 
Molde owe it r) : donee Lite tt oz0d ‘doxrem 06 oy i grees | se 
eololtzs eeee odd 10d agit swey and + eves ton et | ey 


‘etoled® talog ed ves don of I AUMOTCOTMMOD ame 


“seotsa x elton ont 


coltg ¢ ens atte ro taste wor praMore aTIs00 ant 


tao 5 oetorg 20 sooide oat tdi ton ee om Pia eee 


oti Saetorcedes I es on Liev . 100.1152 Sid + 
soe ald ee gaotw aa X ot etka + ALIA otearinod ame | : 
en ister aa nana as tat el tad? E00 ihe : ata 
“sduoagte | - 
etoted ,galeg ait yqitiebrol 150Y ADOLLER ABM i - 


z 44 PY - ‘ % ‘ ~v qv 
: 


= Ho ‘wg viub 


fsy ed sao sivitius ods oxeand an 2 ego tuq vad 


at 


‘ound dug ed “vise ane th soxcem nstbsaso ‘outs no | 


ex veolzg <NGY dhe enti at et dolde colt ste} a 
Yatels ass 9 ‘ifs feds @ ton | 


n07g ‘edt norky 1 me I bebiverg ter AOOLTER « 


LPS e Wei e 
, 


. oo” 
ter - ! 


ny ied 


ey; “oss | 1 


reese “moltvozoug, TWO al Sat sm Tee DOD sat caet S 


fk RL soe = eG <. +a wld 1 
‘enid sl —— gideband 2H0Y on papodia A 
) enn Od batt ed ta] 
sonteg yn Atiw 


Hox tori ot ee ot ¢ anon Toh 


DRONTO 


REPCRTER 


10 


15 


20 


ROBT. BRYOIE 


CHARTERED STENOGRAPHIC 


CANADA 16508. 
| THE COMMISSIONER: You saw - tax them more so that 
/you cannot bring them in at alle 
die ASLLOCK:. Ho, I am not asking that. 

THE COMMIGSLOUNER:, You are &sking that the consign 
ee be soupehias to pay some thing that he is not paying | 


| HOw, although the Act says that if he is consignee 


| he must put dt en the siarket at the same value as if 
he hought its 

MR. EPGLLOCK; 46d if he did thet I would not heve 
any couplainte 

THE. COMMISSIONER: . Hee de.you know that he dees 
not? 

WRe KELLOCK: i. Gaanct seye 1 submit that he 
very well may not, in view of this fund in his hands. 

THE COMMISSIONERS How am I to decide that? 
You elways get back to fund in his hands. How can 
a fund in his hands allow him to put something on 
the market at a less price than his competitor? 
There are two articles, there is selling prices. Now, 
if these selling prices are net the same, if they are 
less in his case than in the other uan'’s case, he 
must pay the extra duty. . How do funds in his hands 
allow hin to do enything? I de net understand it, , 

MRe EELLOCK: Well, my lord, in two ways: That 
if consignment imports take the place of direct imports 
then you are not going to be able to compare the peers 


that the consignment importer sells at with anybody 
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elses 
THE COMMISSIONER: You mea: to say, that you call 
direct sales --- 
MRe KELLOCK: They disappear. 
THK COMMISSIONER: If they disappear altogether 


then you have nothing to compare them withe Have we | 


arrived at that stage? | 

WR. KELLOCK: If it pays to bring the stuff in 
10 on consignment, yess You can at least arrive at a | 
stage where seny of the articles you bring in om con- 


signment, you cannot compare--- 


THE COMMISSIONER: You must take this for granted+ 
| re nothing will come im unless it pays to bring them in. 
MRe KELLOCK: If you cannot compare the prices, 
| then my submission is it is going to have an effect 

on the price--- 
MRe HOOPER: That is not the way you check it. 
“You cheek it by taking fairmarket value, you don't hav 
| to have actual invoices 


| THE COMMISSIONER: Ye will have to take it up 


tomorrow morning, 


Fe The Commission adjourned at 5e05 P.M. to resume 
tomorrow morging at 10.30, Tuesday, February eord, 
1937s 
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ROYAL COMMISSION ON THE TEXTILE INDUSTRY 


HON. MR. JUSTICE %.F.A. TURGEON, 
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AS. Whiteley, Secretary, 
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E. Beauregerd, K.C. ) Comission Counsel, 
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Lede Forsyth, K.C. 


AS. Bruneau, K.C. For Canadian Cottons, 
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Ottewa, Onterio, 
Februery 23, 1937. 


-- The Commission resumed et 10,20 a.m 


a — " 


ARGUMENT BY MR, KELLOCK (resumed 


MR, EELLOCK: I went to take just e moment, my 
lord, to illustrate, if I mey, the point thet we were 
discussing lest eveninz, end that ia this. Teke $he | 
cese of e Japanese exporter, my lord, who is oa tie | 
pleting exporting to Ceneda. He hes @ bill of goods 
for which he wents to get, send should get, we will 
say, 100 yen. The invoice value of thet on the basis 
of the current exchange rate of 29 cents to the yen 
would be $29. Upon making inquiry he ascertains 
thet if he sells that for importation into Ceneda 
he will heave to pey a currency dumping duty which 
will be the difference between the rete of 35 cents 
and the current rete of 29 cents, or « difference 
of 6 cents per yen, Thet is $6 in the case of 100 
yen. So the invoice value of thet’ $29, with the 
currency dumping duty of $96, would make eae total 
of $35, and he must sell the goods for et least 
thet emount. Twill leave out of consideration 
the ordinery duties because they will be eppliceable 


whether the shipment is on direct sele or on con- 


signment, exeept thet in the illastretion as I follo 
it through, the ordinary @uty will be less in the 


ease of s consignment sele. I am slso leaving out 
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question of profit. So the price which the expor- 
ter from Japen must sell at would be at least 955; 
1.will put it thet way. 

Heving escerteined that, he decides to sell 
on congignment rether then to sell outright. He 
still wants to get 100 yen for his goods. I will 
teke it for the moment thet he invoices his goods | 


et 6 yen instead of 100. Now 85 yen at 29 cents to 


_the yen is 24,11. Theat would be the invoice value 


of the goods, Unless checked up there would be no 
currency dumping duty, but the currency dumping daty 
would be on thet basis, 54,93; thet is 6 eents per 
yen, end 83 yen mekes it $4.92. The invoice value 
of $24,07 and the currency dumping duty, or rether 
en amount equel to the dumping duty of 94,93, would 
be $29. Now if he sells for $29 he gets his 100 
yen which he started cut to get. 

Now we come to the question whether or not 
it is possible to say that instead of selling at 
$29 he ought to have sold at $35. How is thet to 
be dae ? Teke the evidence of Mr. Kehl, who was 
Fishers' man. They were in this business in a 
lerge way, and no doubt this fim followed the 1 eed 
ot other importers. Now his evidence was that the 
bulk of their business is on consignment. Now if 
the fair market value in Jepen in the letter cease 


is certified to as 83 yen, $24,07, there is no 


: poss ibility from the Japenese end of saying thet it 


ought to be enything else because the department has 
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no mechinery for that purpose, 


THE COMMISSIONER 


:. Theat puts it equel with a 
sale, of course. 


‘ MR. ASLLOCK: Yes, my lord. .I em going to cover 


‘ thet point in a moment. 
Now from the Cenadian end, how can it be checked! 
If the bulk of the business ig done on consignment, | 
unless one can find «a direst sale at $35 the depertmen 
i will be absolutely without evidence upon which to base 


@ finding thet instead of selling ot 429 .it ought to 
be either $35 or anything else between $29 and $35. 
it is a question of evidence, end if there ere no 


éirect sales available, there is no evidence. There 


15 is a certificate that the feir market value in Jepen 
is $29, and it gets down in the lest sanealysis to the 
question of evidence evaileble to the department when 


that 
thet shipment comes slong to sey xkethex/83 yen is 


not the feir market value in Japen but that 100 yen 
20 iss 
THE COMMISSIONER: Whet is that ? 
ME. SELLOCK: It gets down to the question of 
evidence. hen thet shipment presents itself here 


on consignment, certified to et 8S yen, and it is 


as subsequently sold in Ceneda st $29, if there is no 
direct sale of the seme or similer sort of fsbric 
with which to compare it, who igs to say that the feir 
market value in Japan is not $29 but something else ? 
At is » question of evidence, and where the bulk of 
30 


the imports sre on consignment, thet evidence is not 
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| forthconing. It is just as your lordship points out. 


| The gituetion from the standpoint of evidence ig just 


the same whether the sale is a direet, outright sale 


or ae shipment on consignment, but your lordship will 


| gee thet there is en additions 1 inducement in the ease 


| of consignment sales not to stete the fair market 


8S the exporter gets his 100 yen; but as this is 


it is ealculeted on 8S yen instead of 100, his goods 
come in here at a lower price, ond ke cen sell nore 
of them in competition with the merket here. 

That is ait i went to sey, my Lore. ~~ submission 
is thet that illustrates how and why the bulk of the 
buntueds ig on s consignment basis, why that is advan- 
tegeous, and why it is being done, end wheat the 
edventege is. r | 

MR. MecRUER: Mr. Hooper says thet there is ve ry 
little business on ¢ onsignment. | 

MR. KELLOCK: I do not know how he cen say thet. 
Bd heve looked up the evidence egein since lest night, 
end Mr. Kehl's om wards “ere — 

MR. HOOPER: Thet ig their own business he wes 
speaking of. | | 

MR. KELLOCK: i cannot address his lordship and 
two other people et once. “Mr. Kehl’'s evidence is 
thet the balk of their inkanes, to use his own words, 
is on corsignnent, — 


THE COMMISSIONER: Why is it not all on 
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sonsignment 7? 
WR. KELLOCK: I do not know. Thet ie as tar eas 
he would go. 


THE COMMISSIONER: If you sey this is an easy way 


: of making money -- 
MR. KELLOCK: 1 would do it 211 on ounslanaent. 
THE COMMISSIONER: .Then why don't they ? 
MR. KELLOCK: I think perhaps they do. 
THE CQUMISSIONDTR: You seid the bulk of his 
: a wes on sonsignment ? 
“MR. KELLOCK: Thet is his evidence, Thet is 
all I ean say. 
THE COMMISSIONER: Then why do they meke eny 
- direct sales, if they can make this extra money by» 
selling it altogether on consignment 7? 
MR. AHLLOCK: -I do not know, 
» THE COMMISSIONER: But does it not reise thet: 
question ° © If it is as easy as you say to turn it 
20 {KYB lockcuhamnest gales, everybody would be doing it. 


MR. KELLOCK: My submission is that thet being 
go, they will, ami the best I gould get from Mr. Kehl 
was that the balk of his business was on thet besis. 
What I submit to your lordship ia thet if Fisher and 

25 Company, knowing the situetion, do the bulk of their 
business on ¢onsignie nt, then e other imvorters in 
the business ere doing it on the samé basis. 

‘00 (He CGIMISSION®R: Before we go eny further, 
can you give any explenation of hid, Mre Hooper ? 


. MR, HOOPER? Very few importers import on 
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consignment goods eoning from Japen, 


THE COMMISSIORER: Why ie thie pearticalar firm 
importing lergely on consignment ? Can you give me 
eny reason 7? 

MR. HOOPER: I would think it much to their ad- 
vyentage to import on consignment. 3 


THE COMMISSIONER: Why ? 


MR. HOOPER: They have the goods here in stock, 
end they ¢an sell their stoek. They do not have to 
pey dumping duty at the time of importation. They 
een wait until the goods ere sold and then remit 
that amoant to the exporter. 

THE COMMISSIONER: . They never pay dumping duty ? 


MR, HOOPE 


The tine may never cone when they 
pay dumping duty. 

THE COMMISSIONSR: It ds not a question of the 
time never coming. It is not that it may never ¢ ome 
but thet it does never come, according to what Mr. 
Kellock neve: 

MR. HOOPER: I do not know thet Mr. Kellock heg 
the right to sey thet it never comes. We check it 
up, end it mey come. We csnnot tell until the goods 
are gold whether the dumping duty is sppiicable or 
not. 

THE GOMMISSIONDR: I de not understend you. 

MR. HOOPER: When the goods cane in, the certi- 


fieate of value is the value for duty purposes. Then 


the depertment mey wait for s month or two months, 


‘or until the report canes in from, say, Fisher, to 


the collector es to the sale of these goods in Canada 
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| We cheek up end find out whet he sold the goods in 


| Geneda ot. We teke the certified value end add an 


sold here in Ceneade in different quantities, end we 
find oat the true home msrket vaiue in Japan of these 
| goods. 


anount for quentity differentiel, eas the goods were 
THE COMMISSIONER: How do you find out the true | 


| Rome market value in Japan ? 

| MR» HOOPER: All these egentsa in Cenede, my scahela 
10 | 

| heve price lists or prices furnished them from Japan | 


showing the home merket value of these goods, or the 


| priee st whieh Jepanese ere willing te gell them et 
| | in different quentities. 

| e | ooo MHEG OUMISSE-ONER: > Yes, go-on. 

MR. HOOPER: Then we find out the fair merket 

| velue of the different seles, add the duty on that 


basis and the transportation and all the cherges in- 


curred in the shipment, end then we arrive at the 
“a value ‘Tor epecisl duty purposes; and if thet value is 
higher then the selling price in Ceneda, the duty is 
collected as dumving duty. Or, to put it another way, 
if the selling price to Censde is below thet velue 
for special duty, then special duty is appliceble. 
25 MR. MeRJUER: Currency dumping duty ? 

MR. HOOPER: We errive «t the wilue for special 
duty. We teke the fair market velue computed «at the 
procleimed rate, plus the duties, plus freight, plus 
ell packing end duties on the packing, end arrive at | 


30 a value for special duty. Then the duty when get out 
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is applicable. 
THE COMMISSIONER: What proportion of Japanese 
importetions are brought in on consignment 7? 
dR. HOOPER: i imegine there would not be ten 
5 per sent. 1 doubt very much whether it ig five per 
gent, 
UR, AULLOCK: Would it be possible to find out 
aceuretely ? 
ME. HOOPER; No, it would not be possible, but 
10 you cen. mske.e rough estimete by looking et the in- 
vOlces as they come through. In thet way you have 
@ fairly gocd knowledge of whet goes on. You form 
your own opinion, but you sennot go through every 
invoige and cheek it up. I know it is a very é@iffi- 
= suit thing to get thet concession from the Japenese 
exporter. He won't ship on consignment. 
THE COMMISSIONER: He won't ship on ¢ onsignment? 
MR, HOOPER: No, sir. 
THE. COMMISSIONER: How dees he Ship if they ere 
. hot shipped on consignment > 
| MR, HOOPER: Not antil he knows the men he is 
| dealing with, and hes worked with for years. Ina 
grest many Gases people have tried to get since the 
first of the yeer shipments on consignment, but the 
exporters just won't do it. 
| THE COMMISSIONER: Do you know why ? 
MR. HOOPER: They want to get their money. 
They generally ship on ea streight cash basis. 


30, |] MR. MeRULR: They heye to finance the whole 
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transaction, my lord, fron Jepan, with people they 
do not know, 


THE COMMISSIONZR: When it is on consignuent they 


ME, HOOPER: They have to wait until the goods 


ere s0ld before they get their money, and there herve 


concerned with shipping OH corms ienment. The people 


enc nent COERCION erO 


in Cenede have sometines disappeared or lost their 
money or used it for their own purposes. The expor- 
ters heve to heve only e few eases like that, and 
thet cures then of shipping on consignment. 

THE CQUMISSIONER: $0 they went the cash in hend ?. 

MR. HOOPER: Before the goods are delivered, and 
I suppose if they di¢ reach an agreement to ship on 
consienment they might want maybe ® sesh deposit in 


Japen to guarentee the account, 


WMTS3 TONER: Well, Mr, Kelloek, we have not 
eny conerete case before us to decide. All I ean 


dois this. You are selling to my attention whet 


jt00ks to you like « loophole, and I will take a note 


25 


30 


of it. 
MR. Me@RUER: Wheat is Mr. Kelloek's sugeestion ? 
THE ¢ MISSION ZR: That dumping duty be collested 
Hh €very case, whether consignment or gale, 
| MR. KELLOCK: I gee no reason for the distinction 
pyself. | 
THE COMMISSIONER: We had better leave it et thet. 
MR. KELLOCK: Very well, my lord. Now here ig 


9° illustration, my lord, which I mentioned yesterday. 
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It ig e little different. 
| THE GOMMISSTONER: Are you on the seme point ? 
MR, KELLOG: Yes, along the line of consizgn- 
ment Shipments. I heve s letter Sak: ay lord. 
| THE COMMISSIONER: Jast a minute. I do not 


| know thet I should take up eny more time with this. 


| 
| , 
|| I understand your objection and whet you think to be : 
| e flew in the act or regulstions. I am not going to | 
}20 any further into it just now unless you can show | 
}me that Mr, Berry is modifying his statements in sane | 


respect. You heave Mr, Berry there end “Mr, Hallem, 
| Cen me tell me of oa goncrete importations on con- 
Signment, and of any freuds going on ? If they can, 
do it right now. It is no use gittine down and 
imegining possible esses that micht arise, 
Mi. AELLOCK: I am quite setisfied with the 
| way you. lordship hes left it. Row here is an 
| additional flaw thet I en coming to. 
THE COMMISSIONER: An additional flaw on another 
|| point ? 
| SR. KELLOCK: In connection with c onsienment 
| shipments. 
THE CGi“ZISSIONER: YWhet is it ? 
MR. KELLOCA: The letter spesks for itself. It is 
fe letter from My. Lewis, who is meneger of Slingsby 
| siixs Limited, of Brantford, Ontario. He says: 
| "We ere enclosing semple of a Japanese 


ell spun silk fabric purchased et the store of 


d. #, Young & Company, Brentford, who are selling 
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this fabrie in verious colors at 29 cents per 


_ yard," 


THE COMMISSION’ R: And e gemple is attached ? 
MR. KELLOCK: Yes, The letter goes on: 

"On enquiry, the writer learned that Young 
purehesed the goods from A, B. lisher Company ’ 
toronto, at. 25 cents per yard. We were further 
tole thet Fisher sold a considerable emount of 
this meterieal lest spring and summer but at e 


considerably higher price,--" 


If i might just pease there, I shoule like to 


refer to Exhibit 1197, which is an exhibit furnished 


by Mr. Fisher,....1I. find on page 3 of the exhibit 


thet the price of this cloth, in a 4ifferent shede, 


15 


is seid to be 425 cents, end that is selling now st 


£5 cents, I continue the letter: 


20 


25 


“We were further told that Fisher sold a 
considerable smount of this meteriel last spring 
and saneuix but at e considerably higher price 
but thet Fysher states that as the goods heve 
been in the country over s year they ere able to | 
gell them at eny price they desire without the 
levy of aiditional dump ing auty. In this way, 
they explain, it iz possible to sell the goods 
thig season at 25 cents per yard. it was also 
Steted that the goods were shipped to Fisher on 


consignment, thetulk of then being held in bond 


at the customs and being clesred in smell lots 


eas sold," 
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THE COMMISSIONER: Thet ig, they are sold before 
they are taken out of warehouse, 
MR. KELLOCK: The letter goes on: 

“The writer cannot understend how this febrie 
cen be made in Jepe, shipped to Cenada duty 
peid and sold to reta iler at 25 cents per yard. 
In his opinion the cost of the goods menufectured 
in Cene da Will be at least several times that 
figure, 

a We think this esse merits inyestization 
_@nd we would appreciate the Association tekine 
: the hesessery steps to have it investiested,” 


THE, COMMISSIONER; Thet.ia a proper Letter 


| to send on to the cust aug eathorities, is it not ? 


MR, SELLOGK: I think. it is, my lord. There 


| 8re two points I would meke. I eannet fing any basis 
in any of the statutes.for the idea thet feeds that 
/have been held over e year cen be gold et eny price 


| they like. 


THE €OisISSIONER: But you mist not teke 


everything « letter says. Thet is a letter, and you 


/heve read it. 


UR. MGRUER: Mr. Hooper seys thet there is 


nothing in the lew -- 


MR, KEILOCK: There ig another point, my 


jlord. According to this letter they sell in small 
iots before they take the goods out of the werehouse, 


Now under section 66 of the Customs Act -- 


THE COMMISSIONER: By sell you mean they 


have 6m egreement to sell ? 
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THE CC@#iMISSIONER: When you heve goods in bond 


thet is what you do. You do not teke them out of 


bond until you have e purchaser. 


MR. KEtLOCA: The point I am coming to is this, 


my lord. ..The point sbout bringing in gzoods on con- 


signment ig thig: There is no currency dump. 


THE GOGMMISSIONER: 1 know your point. 


MR, KELLOCK: Well then, if they sell them 


before they take them out of werehouse it ceases to 
be a gonsignaet shipment, sné section 86 of the 


Customs Agt seys: 


"All goods taken out of wer chouse shall 
be subject to the duties to which they would 
be subject if then imported inte Ceneada, end 
not to eny other." 


THE C GMMISSICNER: Imported into Cenade ? in- 


porteations may be. cither by enle or on consisument,. 


MP. KELLOCK: Yes, bat if it igs direct sale 


| before importation, the curreney dumpineg duty epplies, 


and section 86 says: 


"A411 goods teken out of warehouse shall 


be subject --" . 


o the duty thet they would psy at thet moment. So 


point is thet it ceases to be a consignment shipment 


fore it.gcts out of warehouse, and it ought to besr 


the surrency dumping juty. 


THE COMMISSIONER: If that construction is right 


; en they should all bear the currency dumping duty. 
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MR. KELLOCK: Only if they are kept in werehouse 


THE COMMISSIONER: If they go on ¢ onsienment 


they ere kept in warehouse. 

MR. KELLOCK: But not necessarily in bonded 
werehouse. They could be cleered an? teken into 
Fisher's own werehouse, : 
| 


THE COMMISSIONER; When they go out of warehouse | 


they heve to be dealt with es if imported. One is on | 
10 corsienment, the other ig on sale. One peys dumping | 
duty, the other does not. How does thet get you eny 


further ? 


| MR. KELLOCK: Only this, my lord, If the goods 
heve been wold before taken out of werehouse, it 

| 15 cesses to be a consignment sale, and the stetute sey 8 
THE COMMISSIONER: You sre telkine about e C on- 


Sigmment sele. Perheps we ere wastine a lot of time 


but es I understand it there is consignment, ani there 


is ssle. They are two different things, but they are 


2 both meang whereby goods from Jepan come into Cansda. 
Some come in by sale. 
MR. KELLOCK: Yes, my lord. 
THE CCMMISSIONER: Others some in on consignment. 
‘(||Thst is, there is no sale. 
_ MR. KELLOCK: Quite so. 
THY COMMISSIONER: They are sent in by the ex- 
porter to the consignee who will sell thexz later on. 
MR. KELLOGQ + Yes, my lord. 
2 “PRE € OMMISSION R: in both cases there is a 


physics! importation of goods from Japen into Canada, 
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ME. KELLOCK: Yes, 


THE CGMISSIONER: But they only pay dumping 

| duty in the first ease, where they come in by reason 

| of sale made and money paid over in Japan. In the 

| second case they do not. They come here without thet, 


and the consignee sells them, but he “oes not pay the 


dumping duty unless he sells them at e price which is 


| | lower then the fair merket velue. Now what is the 


esremisnneres nie 


= ase of reeding thet to me ? That does not throw 
eny iight on it. 
MR. KELLOCK: My point is this, my lord. If 
the goods are 3014 before they cre taken out of the 
| warehouse, then the aonsignment feeture of it ts et 
is || en end. t then is a sale, emi section 56 applies. 
| THE COMMISSIONER: Do you interpret the word 
| | “sonsignment" as meaning tboda thet are emsiged here 
| never to be gold ? 
MER, S£.L00K: No, but when a sele has been 
20 made by the sonsignee -- 
THE COM“ISSIONER: The eet provides that when a 
sole is mede, if the ssle is made st legs than « the 
feir sigvce’ velue he peys dumping duty, end if it is 


not he does not. Theat is provided for. 


= MR. KELLOCK: But goods in bond, my lord -= 
THE COMMISSIONER: I do not think there is any 
use in tex ing up eny more time about it. All I cen 
do is look at the general situation which you are 
efraid of. | 
30 


MR. KELLOCK: Very well, my lord. 
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THE COMMISSIONER: .Se fer as the matter is a 
prectical one, I have heard Mr, Berry's evidence of 
the ectuel practice with respect to the consignment 


business, aud if you have any evidence to the ¢on- 


— 


trery you have two experts sitting be side you now, 
and I went to heer it now. Mr. Hooper tells me that 
there is very little business on consignment. | 
“MR, KELLOCK: I do not know that either Mejor 
Hellam or My. Berry cen give your lordship any sehhine! 
as to the proportion of consignment sales. All I cm 
point oat.is thet in addition to Mr. Heoper's evidence 
we heve the evidence of My, Kehl. 
Ths COMMISSIONER; .He was talking for hig own 
firm, "y 
MRe KELLOCK: Yes, and all I cen argue, from 
thet is thet other firms do the game thing, 
Now referring to pege 7 of section G of my 
brief, 1 quote:.. 
"It is submitted that the quantities of 
goods imported into Venade from Japan in 1956 
are gubstential end eaelerming., There are at 
icast two reasons why the volume ig not 
actually ereater, One reason is that it takes 
time to develop new channels of trade and to 
buile up suitable stocks. For exemple, a 
buyer testified that he had seen some ‘very 
interesting numbers’ in Jepanese reyons lest 
soo Spring (6868 1.10-1,15) but that one of the 


reesons he had not bought any then was because 
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"it wes e little lete for the class of goods 
i was being shown' for that season. This 
is borne out by Feirchild's evidence thet his 


novelty samples were received too lete for 


aoe mero ooimomen 


last season. Another reason is to be found 


in the evidence of P. R, Wetson end W#. Berryle 


i 


Mr. Wetson stated st page 6958 1.6 to 6960 1,14 
thet so far as Mitsubishi Compeny are eoneerned 
their generel meneger in New York hed admitted | 
to him thet @uring the sittings of this Commi s-| 
sion they were not pushing ssles in Caneda, | 
Exhibits 402, 404 end 405 were pit in by Mp. 
Berry. From the first-nemed, Exhibit 402, 

it appears thet the Jepenese rovernment wes 
werning Jepesnese traders not to sell ‘at 
ridi¢ulously low prices" for feer of reimpogi- 
tion by Cenede of anti-dumping duties. 

Exhibit 404 indisetes the same thing, while 
Exhibit 405 shows that the Japstese Rey on 
Assogiation wes attemptine to gtebilize exports, 


THE CCMMISSIONER: Will you please let me 


know wheat Exhibit 408 is. Is ite letter ? 


“MR. KELLOGG: It isa newspaper erticle, my lord. | 


THE CGIMISSIONER: You say thet the Japan ese 


goverment wes warning Jepanese traders not to sell. 


MR. KELLOCK: Yes, my lord, 


MR. McRUER: There is nothing sbout Cenada in 


thet et ell, 


THE CCMMISSION®R: Whet is Exhibit 403 ° 
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MR. AELLOCK: It is a newspaper erticle in the 


| Menchester Guerdian of April 3, 1986, headed "Ray ons 


et less then 244. a yerd.Gem dian reprisals ? * 


| " Japenese pepers phate that the Seumaadi 
Foreign Office has received information from 
Caneda that anti-dumping duties are eg td to 
be sgein imposed on Japenese reyon foods, end 
thet the new rete will be based on the highest 
price of 1984. Camda is said to think it 
unregone ble thet eepenase reyon cloth should be 
imported st only 17 sen 4 yore (248844), whem 
the mighest rate in 1934 was 30 gen (4.24.). 
Prices Lawer then thet will cause an perp tind , 
from the Sotetine : rayon industry. ‘The Toreian 
irises and the cloth exporters think that such 
& measure would be 'unreasoneble' eas Japan hes 
ean booking speed orders since the restoration 
of trade ela theus on Jenuery l. Bat the 
euemcemnieanh is wernin eeieiiene tredere ‘not te 
sell at recklessly lor prieces,.*" 


Mr. McRUPR: here did the informetion come 


from ? 


ME. KELLOCK: I go on to say in — is, 
| pege ™ sentiun G of my “brief: 
“It is interesting to notice thet while, 
rebates poe to the evidence of My. Hooper, the 
United Staten duties egeinst impor tet Lon of 


Jap mese rey ons are some whe t Lower then the 
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“existing A IAT any nevertheless 

accor cing to Exhibit 689, filed by Mr. Hooper, 
the imports of reyon end misture febries into 
the United States, {(Jenuary to July (ine lugive) 
1936, were 118,461 pounds, Exhibit 655 shows 
thet the corresponding figure in the case of 
Cenade wes 128,581 pounds. This figure is, 

of gourse, higher absolutely than the United 
States figure. Compsering the size of the 
Cenedien merket with the size of the United 
states merket, the Canedien figure ia rela- 
tively very much larger, Mr. Hooper was 
cross-examined eg to the reason for this situe 
tion in view of his evidence that the United 
States duties agsinst Japenese importeations of 
rayon fabrics are lower than the Canadian 


duties," 


And the evidence is gkizsad referred to. The brief 


20 


goes on: 


25 


“Mr, Hooper suggested thet Canadien 
imports froma depen were mainly cheap taffetas 
end ttet there was no merket in the United 
States for these goods. This is contradicted 
by the evidence of Mr. Doner, who hed several 
years' experience with Sears-Roebuck & Company, 
who testified that these goods hed os mrket 
there. Mr. Hooper himself at page 1786 1.15 
to 1787 1.1 testified that these goods were 


being imported both into the United States 
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and Cenedea. In eny cese the evidence now 


before the Commission (Exhibits 1197, 525, 886 
and es7( is thet importations into Cenade are by 
no arent restricted to these chesp taffete 
aveten but ere expanding in both quality and 


varieties of colour end pattern. 


Mr. Hooper hed seen some Cenedien mill 
gosts on fabrics sorresponding to cheep Jepsnes : 
taffetes, winks and brocaded which, in his 
opinion, were not eccurate, which led him to 
believe thet possi bly the Cenadien mills were 

demanding too hich a price, * 
Thet is surmise, I submit: 
"On the contrary, Mr, Howson in his evidence 
seid thet he was unable te criticize a single 


est pat forward by eny Cenedian mill." 


THE CQMMISSIONG: That statement of yours hes 
been ¢hallenged, es to My. Howson's evidence. 

MR. KELGOCK:  #oalé your lordship like me to 
reed it ? 

MR. MogRUGR: The evidence of ky, Howson on the 
page cited is different eltogether. Mr, Howsm dié 
ghellenge ‘the costs ell the wey through at different} 
times. 

TH? COMMISSIONER: We had better turn up the. 
evidences 
| UR. KELLOCK: At pare 12949 of the evidence, 


line 20, Mr. Howgon was giving evidence, 38 follows: 
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fevrie could be eacerteined, thet it should no t| 


exist at eny One time for any one fabric, does 


where you set oui the teble in Exhibit 969 betw 


be iat 
“ 


Now, ere you suggesting then in the case 


ef eny company that we are deeling with here 


‘thet their stendard cost whieh they heve used 


— | 


to show the costs of any particuler febric 


Which hes been pat in here es an exhibit, is 

So fer ewey from actual, if actual cost of aah dl 
be relied on 7? &. I have been unsble L 
make ‘any iilgulition at ell to check those 
individual costs with the aetuel costs of the | 
company or sny ¢oanpeny which hes provided the 


semples. 


Se ell them, en actual cat does not 


it ? It only exists in theory because you 
cennot find it ? - A, Yes, that is quite ¢ 


& Now, in the cese of the Penman Compeny 


the stenderd costs whieh the compeny set up 
end the estuel costs, i notiee that there ere 
only two years where the etendard costs eppeer 
to heve been higuer then the ectuel and thet 
is in the years 1932 and 1923, is that Het ? 
&e Yes. x 
@» And in the lest two years, 1934 end loss, 
perticulearly 1935, while the stenderda oes te : 
eppesr to heve been lower than the Saveel. = 


aitrerwes Wag very” amell ? An 921,000,” 
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into partieuler line fabricated by the Pemnen 
Compeny you woul’ get either no difference 
or en inconsequential difference ? A, Well, 
while in the table it is small, the variations 
under different clessifications are quite. 
extensive, for instence, in thet particuler 
yeer the gein on the price of meterial -- 
there was = logs on the price of mteriel of 
$226,534, 

Q@. .You._meen thet the stenderd costs of the 
meterisl were too low ? 4, There wes gein 
of burden of $161,246. Gein of inventory of 


$36,272 and gein on labour of $8,391," 


THE CGZ°ISSIONER: What is meant by “gain”? 


The Agtual cost being less than the standard ¢ost ? 


MR. KELLOCK: Yea, it would be. 
MR. MgRUEK: It is less in some cases, 


THE COMMISSIONER: It speaks of gains, em I 


just wented to make sure of what wes meant. 


MR. KELLOCK: The evidence foes on et page 12951 
9, I know but we are looking et the final 
result and the final result I sey, when you 


trees it beck to individusl product, would 


| either be very smell or make no difference at 


all ? A. It woulé in that year." 


MR. MeRUER:. In regard toiir. Doner saying 


they sold cheap Jepanese reyons, I do not. gee that 
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in the evidense quoted on this page. i 
MR. KELLOCK: At pege 7012. 
MR. Me@RVER: He says they sold Jepenese rayons 
but he does not --= | | 
| MR. KELLOCK: He went on to sey thet there was 
e middle alesse of pureche gers in the United Stetes who 
bought that cless of goods, but he did not find the | 
seme type of purchaser in Canada in his experience he 
Thet ig whet he said et pege 7011, line 15: 
"Q. Now what wes your experience in the 
United Stetes in regerd to Japenese reyons ? 
Whet wes the experience you have referred to 
thet mede you shy off them here ? fh, Well, | ) 
Sr, you understend the Seers Roebuck organi w- 
tion did a country-wide business of e different | 
neture than my present, then the present 
orgenizetion does. We sold more povuler 
price goods over there, Consequently we were ab 
able to sell Jepsnese taffetas = 
Thet is the goods. | | 


MR, M¢RUJERs Oh no, there sre different kinds } 


of teffetas. 


MR. KELLOCK: But he is expleining that the | | 
reason he dic not deal in these Jepenese teffetas 
in Cenede, is thet his perticuler orgenization, the 
Simpson Compeny, did not heave = demend for these 

goods, end his explenction was thet he knew thet 
the Seers Roebuck Compeny in the United Stetes hed 


this middle class of purchesers, as he called then, 
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end he says? 
"Consequently we were eble to sell Japenese 
teffeteas end pongees and satins more freely 
then we ere st the Rebert Simpson Compeny in 
Kontreal. Up until the present time I have 


not seen sufficient lines of Jepenese merchen- | 


i 


dise to interest us in this particular m rket. 


Q@. Deeling with reyons only -- 


armnrce: 


10 The Commissioner: I don't think thet 
fives you the situation. He says he hes not 
tenet the lines to interest this merket. He 
began by seying he would not buy Japenese goods 
on eeccount of the experience he had with then 

i in the Stetes ? A. Well, your honour, 

there is in the United States « class of 

Gustosere, whet I should sey a customer in 

between, there is definitely -~ 

By Mr. MgRuer: &. A middle elass ? 

* A. A micdle class and high cless in the 

United states, end Scars Roebuck eatered to the 

middle lane: Consequently we got more busines 

on the Jepanese watichsnd tse. Now, coning in 

here where the business.is entirely of 6 ai f- 

ferent nsture i heve hesitated or refreined 

fron buying Jepenese merehendise inegmah ea I 

felt it wee tefinitely for the middle class 

people and lower, Does that explein ? 
_ By ur. Me Ruer: Q@- Yes. Well then, as fa 


ag reyons sere concerned, and leaving out of 
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consideretion «t the moment other things; did 
- you hendle Japenese reyons ? A. Absolutely. 
&» dm Sears Roebuck .7. A. Yes, sir. 
Q To whet extent would they form pert of 
your rayon business 7 A... From the previo 
figure 1 gave you approximetely 5 per cent of | 
Gur reyon business, 
Q. ou found no difficulty in the United 
_Stetes in getting your orders filled for 
 sapanese raeyons if you wanted toe import them ? 


& 40, sir, not thet I can rememter," 


MR. MeRUER: : Thet does not sey aenythine a bout 

a "shins dies’ tutte tes, 

WR, KELLOC &: Thet is whet we ware ikaw ve tnde 
all the way ‘through. Now I went to look oe for your 
Lordship the eorrect pateveise te Mr. Howson's 
evidence. I sm now reading from pege 9 of my brief, 

my lords Freee oe | 

20 sa} Lis . nis i 4 i 

"It is ineonceiveble in any case thet Canedien 
costs should be out to the extent of five cents 
enc six cents a yerd, whichis the difference 


between the Cenedisn cost and the Jenpenese 


25 Selling price in Cenade of these cheep taffesas. 
There is « reference there to Exhibits 146 and 148. 
THE COMMISSIONER: Where do you get that five an 
six cents a yerd ? 
MR. KELLOGE: Thet is the difference between the 


30 Cenadian cost as set out in these exhibits, and the 
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Jepeanese selling prive of these teffetas, 
THE C MVISSIONER:. The Jepemese price here ?— 
MR, AFLLOCK:; Yes; the Landed price. I go on 
to sey in my brief: 
"It Ls absurd to suggest thet Cenedian mille 
would obstinetely maintain an unreagsonebly high 
price on these cheap lines if all that was ree 
quired to capture eny of the msiness being 
teken by the Japanese would be to reduce their 
selling prices to a more ‘equel’ level and 


tims retain their volume," 


The evidence there referreé to is thet of My. whiteheafi. 


my iord, Continuing: 

) "Moreover Mr. Hooper testified that if the 
Canedien mills reduced their prices on these 
lines. which ere meeting Japenese campe tition 
to a point where they woald sell et theseme 
price as Japenese goods eoning in they would be 


selling et a loss according to their cost sheets. 
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THE COMMISSIONER: Are they the same goods you 
are talking about? 
“MR. KELLOCK: The same goods 

| MR. MeRUERE They ere not the same goods. They 
Bre tiles different. Look at the two. | | 
MR. KELLOCK: Now, my friend says they are not 

the same goods, 
THE COMMISSIONER: It is a mtter of evidence. 


| 
4 


| 


kes 


It is not a matter of mere contradiction, but it str 


me as being importante ir. Hooper has testified 


that Canadian mills would hove to reduce their price 
on these lines which are mecting Japanese compe titic 
| to a point where ahey would sell at the same price 
as Japanese guste, and that implies that certain 
Ganedian goods are higher here than Japenese goods a 
here, but I want to know if it means the same goods, 
or different qualities of goods, 

Me. KELLOCK: What I am comparing all the way 
through, my lord, is the taffetas manufactured by th 
Montreal Cottons and the Camadian Cottons and the 

~beffetas being sold and offered here in Canada from 

—Japen. Now, my friend contended all the way throug 

that the importations of these goods from Japan were 

not of as good workmanship as the Canadian articlee 

}. I think that is the fact. The Canadian article has 
| better worknenaht yi, 

| Re Me RUER: That is the evidence. 
MR KELLOCK; But they are the same constructior 
7 pony of the same material; and the only difference i: 


‘insofar as the Canedian article is of a better quali 
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MR. MCRUER; They are not made of the same kind of 


_ THE COMMISSIONER: You say the only difference is 


better quelity; that is a difference, 
R, KELLOCK: That is a differenee, yes, my lord, 


but it is rayon taffeta in each case, and the only 


5 
difference is in workmanship, My friend contended 
that by reason of that difference -- 
THE COMMISSIONER: What is your argument then; 
what do you want done about it? 
= MR. KELLOCK: My argument is this, my lord, I am 


coming to this point, my lord, and saying to your 
| lordship that the evidence shows that the quantity 
which has come into Canada of Japanese rayous in the 
15 period in question is greater absolutely than the 
quantity which came into the United States in the same 
|period, that the United States duties were somewhat 
higher than the Canadian -- 
MR. MeRUER: No, Lower. 
= MR. KELLOCK: Lower, I am sorry, and Mr* Hooper 
| went on to say that the selling prices in the United 
States of the domestie product manufactured in the 
‘United States were somewhat higher than the Cane “ian 
95 selling price of the Canadian product. Now, what is 
ths reason for that situation? The argument I am 
‘coming GO, my lord - and J Bay frankly to your lord- 
ship my feet are off the ground ria t haventt anythin 


definite that I can point to, but I just draw this to 


your iordship's attention, you have this situation 
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that the volume that has eome into Canada is larger : 
than the volume that has cone into the United States, 
The Canadian selling price, according to the evidence, 
is somewhat lower than the américan, the duty situati 
is as 1 have mentioned, and what is the explanation 
for an absolutely larger volume coming into Canada 
when one would expect, teking into consideration the | 
much larger market in the United States, and the more 


favourable conditions for importing into the Uni ted 


States, if that is all there is to it, one would expedt - 


that the volume of imports into the United States would ~ } 


se very much lerger, and my submission is -- and I 
have no foundation for it beyond that -- that there 
must be some method used in connettion with the 
admission of imports into the United states that tend 
to wep them out; whether it is a ré-appraisal or 
something of that kind, I don*t know, 

WR. MCRUER: Mr, Doner said there wasn't. 

MR. KELLOCK: I know; I am saying there are the 
facts. One cannot explain it, | 

THE COMMISSIONER: What do you want to be done? 


Should there be some method put into effect here 


that would keep them out, too; is that what you mean? 
MR. KELLOCK: My whole argument all the way 
thro ugh-= 
THE COMMISSIONER: Would you say this amount of 
importations is a lerge one, 128,581 pounds? 
MR, KELLOCK: I did not hesr your lordship. 
‘THE COMMISSIONER: Do you say that the amount 


of the importations which you give there, 128,581 
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pounds , es a large btregh 1 


it is increasing. i am going to give your lordship 


further information about that, My lord, at the foo 


MR. KELLOCK ; Jamuory to July, yes, my lord, and 
Tis COMMISSIONER: Suppese nothing at all came 
into the United States? 
MR . REDI.COK 5 Came into sie Une bes states? 
THE pron ‘LSSIGNER: tony insvead of the very smal 


quanti ty; would you go on and say we should also take 


# 


measures that nothing at all should come into here, a 


because I don't quite understend your viewpoint, because 
you my there are more Japanese goods of this kind 
coming inte Canada than the United States. Evidentl 
you argue we should take steps to see that less comes ! 
into thi s country than into the Uni tea States. 
UR. KELLOCK: No, my lord; put it this way, the 
ev idence vive by aay Hooper, and which my friend | 
eeeene., is that there is no reason to fear importations sf 
into Camada. He says that is all there is and look 
at the experience of the United States which have had 
a comparable duty situation for some time. I am only | 
meeting that argument; that is all. i am simply 
saying -- , i 
THE CGIMISOIONER: You say that the fact being 
true thet ee iuictbetiink af Japanese goods of this q 
¢lass into the United States being very small -- well] Hy 
you say there must be some secret measure taken there | 


\ 


to keep them out. 
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MR. KELLOCK: That is all I can save 

THE COMMISSIONER: You ere not helping me in any 
Way 

MR. KELLOCK: I cannot help your lordship furthe 

then that. 

MR. MoHUER: Well, Sr. Hooper's evidence was 
that these competing fabrics hed too much mill spread 
in Canada, that the price was too high, thet your 
people did not bring them down to met the Japanese 


and so therefore the Japanese were able to sell under| : 


thems 


GR. ELLLOCK SOF course; Etave met that, my lo 
that if my cost is five cents higher than the Jananes 
goods are going to be sold for hore what is the > 
possibility of brinsing it down?. — 

Mite MeRULR: That is your standard coste 
Mk. KGiLOOK; I want to deal with the quelity 
of these Japanese rayons. i deal with that at the 
foot of page nines, 
" It is submitted that it is impossible to clop 
one’s eyes to the ability of the Japanese 
manufacturer to produce goods of a quality as 
‘high as eny produced in Canada and in a wide 
‘Yance of jw tterns, colours and constructions." 
In other words, my lord, we should not just consider 
* THE COMMISSIONER: You say the quality is as hi 
MRSAKELLOCK: I do, my dori, and i say, my lord 
we should not confine attention to these cheap teffets 


which came in firsts 
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"The exhibits already referred to"-- and I set 
them out --"show what has already come into Canada. 

The following exhibits show further what the 

Japanese manufacturer is producing and selling 
Now, might i give your lordship some figures at this 


point as to what has come in with regsrd to rayons 


enamine sa wee et Pane reene 


and mixture fabrics from Japats 


THE CO i i , 


SSIONER: In what time? | 
MR. KELLOCK: in 1935 there were 41,363 pounds.- | 
10 MR. MeRUZR; “Where do these cone fron? 
MR. AELLOCK: Japane 
MR. MeRULR: But the figures? 
MR. KuLLOCK: Trade of Canada, 
THE COVMISSIONER; That is the calendar year they? 
x MR. EELLOCK;: Yes, my lord; i956 there were 
547,786 pounds. Now, my lord, in the month of Janua 
1936, that is the first month after the change of 
duties, there was 6,045 pounds. in December of 
1956 there were 16,798 pounds. In Janucry of this 
i year, 1957, after the procleimed value of the yen 
fell from 59.5 to 55, there were 66,675 pounds came 
in. Your lordship sees the increase between 
December and January. Now, at the top of page 10 
I am still on the question of quality, my lome 
THE COMMISSIONER: Are you going to be able to 
point out to me what proportion of our merket that 
represents, in any way at all? 
MR. KELLOCK; Yes, I can, my lord, and I doa 
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a Exhibit 400 eonsists of a wide range of 
samples obtained by Courteulds Limited of coods 

bBing solid in the Australian market in quantity. 

The samples in this exhibit were pronounced by 


the witnesses, Switzer and Fletcher, buyers 


for ved ve tat Y organizations, as being z00d 

goods. The analysis by the Ontario Research | 
Polinéation of the constructions of the various | 
cloths in this exhibit is enclosed with the inten? 
in the exhibit and this analysis reveals that s ee) 
of the cloths are highly fabricated and aiffieult a 
vo tianufacture, for instance, samples 8 and 9. 
liany of the samples show yery attractive printin j 
and the evidence of the buyers, Switzer and 
Pleteher, already referred to, coincides with on¢'s ‘. 
impression on inspecting the samples. 

Exhibit S62 shows that in the year 1935 the 
imports into Australia of Japanese rayons were 
65,800,000 yards, while British rayon imports. 
to Australia in the same year were 2,840,000 
yards, It is submitted these large quantities | 
could not have been confined to cheaper quelitie . 
The evidenee bears this out." 


TH’ COMMISSIONER: Pardon me; that gives me some 


adea of proportions there; in 1935, Australia, with a : 

popula tion of how many, six million? | 
MR. KELLOCK: I don’t know, my lord. | . 
THE COMMISSIONER: Close to seven million, 


mported 65,800,000 yards of Japanese rayons, and we, 
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in Canada, with a population of about eleven miliion 
in 1936 only imported 547,000--- 
WR. MeRUER: One is pounds and the ovher is 
yards. 
5 | HE COMMISSIONER: What.is the relation between | 
the pound and the yard? | 
KR. HOOPER: .bout four yards per pound. 
Tit COMMISSIONER: Mr. Kellock, putting it on 
that basis ==. | 

10 MR» HO@PER: About five yards per pound. 

fHS COMMISSIONER: Put it on the basis of five 
yards per pound, and you have 13,000,000 pounds impor ed , 
into Alstrelie in 1935 and you have 547,000 pounds 
imported into Canada in 1956. 

7 MR. KELLOCK: Of eourse, your lordship will bea | 
in mind 1936 is the first year, and it takes time fo 
things to get going, and your lordship sees the trend. 
I am told, my lord -- | i 

a {HB COMMISSIONER; Vell, 1 suppose they inten 

that seme goods should come in otherwise there would [be | 

no use making treaties. | Hl 
MR, KELLOCK: I em told, my lord, there is no 
domestic weaving rayon industry in Australia. 

Now, paragraph 25; 1 just refer to exhibits 426 and 

427, which are a range ef samples of fabrics obtain 

-by Butterfield and Company in New York, and s visual 

examinetion of those shows their guality and their 

ranges. With regard to exhibit 427, Mr. Doner sai 


+8 that the samples he examined -< 
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THS COMMISGIONSR: fardon me a moment, just to 


make sure that I follow you there, 
 MRe KELLOCK: I am at peracraphs 25 ana 26, 


. “With regard to Exhibit 427, the witness Doner 


5 | (seid that the samples he exemined in this 
exhibit were perfect goods," | | 
I showed him the samples in the box and he said they 
were perfect goods, 
"Exhibit 397 analyzes exports of Javanese | 


10 rayons for the year 1935", 


This is ali Japanese rayon, exports from Japan to all 
countries. 
"fhe exports are classified aceording to types 
of construction of the coods, It is interestir 
. | te notice thet teffetas ana poplins formed 
only approximately 24% of the total rayon fabri 
exports in the year 1955, being 9,855,173 squar 
yards out of totel exports of 424,14] 437 scuar 
yards," 
20 
Now, taffetas are the ones that made ttenselves felt 
in evidence first at the beginning of 1936, but your 
lordship sees what s small proportion of the Japanese 
range, of the Japanese output,they form. 
) ee "fhe largest single item was 124,212,824 square 
yards of crepe and kabe t‘ssue", 
MR. MeRUER: Wheat is that? 


"There ism sample of kabe crepe on pel9 of 


30 exhibit 1197 from whieh it will be sean that. 
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"the sample is a erepe of fine construction and 


finish. Exhibit 397 shows also that while this 


material formed the largest single item in the 


1935 exports it also was the highest priced 


a 


S 


| ied te just on the point that it takes time for these’ 


things to come, my lords 


7 


That was Mr. Mathewsons 


loth exported, having a volue of 11.97¢ per 


quare yard.” 


irhbibitse 4298434 finelusive) consist of a 


| 


range of samples secured from the egent of Litsu; 


& Gompany of Montreal in the early part of 1936. 
Phese samples are a wide range and are of good 
quality.» 

Mirther, a buyer for a store who is ‘only 
interested in the higher chass qualities of 
rayons' found some interesting qualities in the 
Japanese rayon shown to him. This iniis buyer 
had in previous years bought Japanese goods - bath 
rayons and silks - in quite a large way and 
testified that they were quite sxetisfactory m 
chandises 

Another Canadian buyer directly stated thet 
effers of better cless Japanese rayons were muc 


more extensive in 1936 than in any previous yeay." 


* It is submitted, therefore, that it is idle 
to contend, that the Japanese are unable to manj- 
faeture anything other than the cheap taffetas. 


it is further submitted that Japanese are not oR 
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“able to manufeeture goods of cuelity competing | 
with those of the Canadien manufacturer but ere 
able to ley them down in Canada at prices with 
which the Canadien manufacturer finds himself 

® 5 a unable to compete. 


The Japan Silk Year Book, 1935-]936"-- 


which is the latest thing that has come out of Japan 
| that I know of -= “has this to say at page 580; 


*Jananese rayon teehnique is so far advanced 


10 |] thet such fabrics produced here now as voile, 


ie georgette and kabe sre almost equal to the stik 


fabrics in touch and lustre and difficult to 
“distinguish from them due principally to advance 
| Of technicue of throwing. In lustre, subdued rayon 
| resembles raw silk, while improvements are being 
made to obtein the desired touch effect. The 
fabric, however, easily wrinkles and does not stqnd 
washing so well as silk Wwhrtes. These are 
a matters thet cell for prawpt improvements'", 
Then, dealing with the condition of production in 1934 
the game exhibit says: 
we The foreign demand for Japanese reyon fabrigs I 


remarkably increased in 1934 on secount of the 


25 superiority and cheapness of them and the fall i 


ene een ie” earn se we 


the foreign exchanses, To meet it the weavers 
meade greater efforts for improving quality, 
designing new patterns and cultivating new 
narkets in co-operation with the Government 


authorities under a wise policy. 


Ce 
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Canadian costs. First, 27" piein taffetas. They 
are dealt with in exhibits 148 and 417, and this 


quotation was a circular letter ~~~ 


 Brocaded;  Uxhibits 148, 417 and 418 show that 


16548 
**Sonsequently, in the year the rayon weaving in- 
dustry in this country made an epoch-making develdp- 
ment and ¢njoyed ¢grester prosperity than before. 


This greeter activitiest*®-- this is the languege 


of the book, my lord -=*tof the Japanese trade seriously | 


warned the foreign countries, which hsd to take 


measures to prevent the importation of the Jananeg$e 


goods. In the circumstances, during the first 


! 
f 
half of 1934 the rayon weaving industry in this | 


country was very active, and many mills were set 
up and exténded@ although in the second half of it 
a steady decline in the market and the foreign 
measures taken against the Japenese goods made 
the weavershold off production iin taba 


i eompare Japanese selling prices in Canada with 


*.-—sent out to the trede by A. 3. Fisher & Comp 
Limited, dated January 4, 1936, giving quotation 
on these goods. Exhibits 146 and 419 give the 
eosts:of a Canadian mill on these goods. 

From these exhibits it appesrs that these 
Jepanese cloths were being sold as tiuch as 5¢ pe 


yard below the Canadian cost, 


Japenese brocaded taffetas were being sold in 
Canada| at as much as Si¢ per yard below Canadian] 


Costs. 
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(b) Four Standard Crepes: Japanese quo tations 

on 4 erepes of a type being sold in large volume 

in Canada"-- now, those are the Canadian goods 

that are being sold in large volume in Canada -- 
towere obtained and the information with regard 
to them is contained in Bxhibits 421 end 422." | 


MR. MORUER: There is no evidence of sales of 


theme 
MR. KELLOCK: No, quotations, 
"Exhibit 421 gives the CIF quotations and 
@xhibit 422 gives the Japanese landed prices in 


Canada after 211 duties are paid. Exhibit 425 


gives the costs of 4 Canadian mill on the same 
cloths and Pxhibit 424 compares Exhibits 428 
and 42%, showing that Japanese landed duty-psai 
prices in Canada are below Canadian sales valu¢s | 
by the following amounts per Lbe"-= 
In the ease of rough crepe, dyed .45 cents and printe 
.66 cents. Canton crepe «57 cents ~- that, my iord, 
is not e435 cents. It is 46 centSe 
THE COMMISSIONER: There should not be any 
point theres 
uR. KELLOCK: That is dollars; itis .43 doll rs, 
43 cents, my lord, and printed 66 cents. That. point 
should not be there. Canton crepe, 57 eénts for dyed 
and 73 cents for printed. Sand erepe 16 eents, dye, 
and 21 cents printed, and flat erepe (taffeta) 
52 cents dyed, and SO cents printed. Then, taking 
nibits 468 to 478 the Japanese landed price is 1 


in cents per yard the following figures. ‘This is p 


eno itel op eeemeqeh  :Reqerd Susheete xpol(d) | 
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yard. The other was per pound. Taffetas, 5.02 
cents -< 


THE CO} 


MISSIONER; This is in cents. 
MR. KELLOCK: This is in cents, my lord, yes, 

cents per yard. Taffetas, 5.02 cents; brocaded 

taffeta 11.13 cents, Rayon crepe, 5.14 cents, 

rayon Satins, 6,46 cents, all rayon setins, 3.55 cents. 

Then, the “Mitsui samples, | 
“Exhibits 429 to 454 inclusive contain the details 
of a group of Japanese rayons secured from the 
agent of Mitsui & Co, in Montreal and Canadian 
costs of the same goods, They show that the 
Japanese ianded duty paid price per pound was lqwer 


than the Canadian cost by - in cents per pound 


(Exhibit 430) Flat Crepe(Taffeta) 


Semple 1 = 3O¢ 
Semple 2 = 69¢ 


(fxhibit 431) Canton Crepe (dyed) 
Bamplée 1 = 15¢ 
Semple 2 = o5¢ 
(printed) - 46¢ 
(Exhibit 454) Cheek lining 


Sample 1 = 1.30¢ 
Sample 2 = 1.0l¢g " 


UR. MeRUER: In abt the costs in the exhibits yo 
refer to there are no detailed costs at alle 

MR» KELLOCK; They are the costs sworn toe 

MR. MeRUGR: They didn't produce any costs. 


MR. KELLOCK; The costs were sworn toe I don’t 


know whether you cross-examined on them or not. 


Mm. HOOPER: These are Canadian Cottons. 
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MR. MeSUER: Canadian Cottons haven't got a costi 
system, 

MR. ROOPER: They cannot be Canadian’ Cottons 
costs. 

WR. KELLOCK: My friend says Canadian Cottons 
admitted they haven't got a costing system. I think 
Mr. Bruneau stated to your lordship they had cbout 


40 books of a costing system. 


MR. M@RULR: The evidence is tefore the Com issic 
and not what my friend, ie. Bruneau, Says. 

MR. RELLOCK: Well, I disagree with my friend. 
Theat is not the evidenee at all. 

MR. MeRUER: You said they aré &8 compared with 
the Canadian costs, but what we have here is that 
Canadian Cottons haven't got a costyng system that 
checks out with their actual costs of production. 

MR. ZXELLOCK: But I am not at all sure when you 
are referring to these exhibits they are Canadian 
Cottons. Some of these are Montreal Cottons. Do they 
say Canadian Cottons? 

MR. MCRUER: Yes, they say 30. 

MR. KELLOCK: I was dealing with exhibits 429 to 
434, My friend hands me exhibits 468 to 473, which i 
the paragraph above. These are not Canadian Cottons. 
Paragraph (c) deals with Canadian Cottons but paragra 
(4) doesn’t. I haven't in mind at the moment who 
they are but I think they are Montreal Cottons. 

MR, MeRUER; Well, we will get thém out. 


“MR. KELLOCK; Paragraph 35 -- 
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". It will, therefore, be seen thet in all 
theses instances with rezard to rayons the 
Canadian costs are invariably higher". 
These costs are sworn to, my lord, and are not broken 
down in any way by cross-examination. | 

UR. MeRU'"; Ob yes, they are. They were broken 
dewn because they admit they didn't have a costing | 
system to tie in with the records of the company, 


MR. KELLOCK: I will deal with the question of 


costs separately. i¢ is 4 separate argument in itse! 
"It is submitted, therefore, that the Japanese 
under existing conditions are in a position to 
acquire for themselves the Canadian market formerly 
supplied by the Canadian menufacturer as rapidly 
as the Japenese can build up their merbhandising 
orcanization in Canada, Their ebility to do this 
will be accelerated in 1937 and in subseqient 
yesrs by reason of the gucarenteed reduction in 
the currency dumping duty @ve to the reduction in 
the proclaimed value of the yen in accordance 
with paragraph S of Exhibit 401 wat out at page 
6266 of the evidence, The procisimed value of 
the yen for 1957 is now S5¢ instead of 39.5¢. 
This reduces at once the currency dumping duty on 
Ssaies by Japanese exporters to Usnadians and 
similarly reduces the price at which the importe 
in Canada imports goods on consignment", 

In the same Silk Year Seok for 1935-56, under the 


heading of "Progress of Production” it is stated -- 
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"The production of rayon fabries is multiplying 


yearly as the result of increased proficiency 


ot the workers noth manually and mechanically, 
while the high grades are being turned out in 
increasing Teast Stes. it is believed. that the 
price of rayon in Japan Will fall still further 
as the result of inereased output when the price | 
of rayon fabrics will also decline in proportion 
permi tting their exportation in larger quanti tie 
than hitherto", 


Then, with Sian te cotton piece g00ds duties 


immediately pe to the ist of gun 4 E 1936, the 


situation Was as Selicun:. 


15 


20 


a 


" Imports of bleached cotton €60ds into Canada 
from Japan were subject to the following rates 
of duty:- 

Ad velorem - 2RE i 

Specifie ~ ‘Shy per pound 

S“eise ~ 

Surtax - = 1/3% 

Currency. duuping duty, 

immediately after the lst of Jamuary, 1936, 

the surtax was removed and the proclaimed value 
of the yon Was reduced from 41.5 to 29.5¢. In 
ower respects the duty remained the sane," 


wie COMMISSIONER : That reduction was from what? 


fuse above there | under the heading of currency dumping 


"ia other respects the duty remained the same. 


The re was prior to the 1st of Jamary, 1936, a 


id anton et astede? ene te derevibine edt 


nd J ha |. wa 
aoe ‘>: ee nT 
. y > w+ & wg 4 er . i ‘ 
. . i + Me = ~ cy 


 e eee Ts ‘ 
os otha. : 


_yometeb tong poasotont! ya + iveot ott ee  efxeoy 
-YLteo tmadte ou baa ‘Lfounax dtod evedrow off 49 
at ¢ue aommet anid ets asbers ‘dald ‘ott ofitw °° * 


‘jodd tad - bevelled ‘el aI | “seoltisasup gitleeoto st pul 


sodden itive that Atte noqat at noyet 1 aélxq 
oo Pte odd natn tons 00 beaseront to $tpaet edd Ga 
uciscourse at euttoss os Ls {fin eofcd st noyst ~~” 
ott iinanp regret a not st oqxe tod? ‘gabtd Lirred 
| SS robsedt it astt 
eelsch abou essia aoseeo of BYoget dtiw ,ned? 
eal 2805 —. +0 ‘gal walt od xoleg yet si best 


ehansd ofnt eboog nottoo ‘Kadoovld %e@ aftoqul * 


aetes gumwoiio? ett oF bissaeal exrew saga’ mott 


aati to 
xyes ~ peneine a 
Baség teq wees ooo ™ sitloaqs . 
8 - selon! 
~ SE 


REL . 
“Wah ike yore 
,s8eL ,yraunes to gal odd sorte vUséstheaut 
eslev pouteloord anit bua pevorer ‘eaw xettve add 
aT, +9888 of Zoid — hoodies esw mex edt to 
eet 9a ‘edt bon komen ytub edd atooqsor otto 
chaste sort es not? ouber ted? ‘ saimar we Tikiod oH 
bedinse st ted? -r0l yee Bold mort :xoOtind fie 


Saiqay> yorortne 20 ‘aaasoed tee wehau ovedd evods tet 


--- eK is 2 Ni ae ett. ave or? 
: ; es 


, “sme “ott bontomer ySub edd adsous 
née Aa 2D. eee ee » "% 
+ eek soot 1a fat rato ob sate ae 


~;ewollot as bow moftentta | 


re “ye 


ft lt 


SE Sets 


+ te Qneye te 
Santas 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


REPORTER aS 
“ORONTO - CANADA 
| ee _. fixed valuation in the case of cotton flannelette 


ef 25¢ and in the ease of tweeds A0g"-- 
BR. HOOPER: That is incorrects 


THE. COMAISCIGNER; You should not heve the point 


theres 
MR. HOOPER: That is incorrect, anywey, my lord. 
fhose figures are not righte. | 

MR. BERRY: What is wrong with them? | 

MR. HOOPER: The fixed valuation on the cotton 

ze flannelette is 40 and 44 cents a pound, and on tweeds 
25 cents & pound 

THE COMMISSIGNER: Nhere do.you get the Pigures 
from, Mr, Ke lLoek? 

WRs KELLOCK: I give the source there, my lord, 

15 exhibit 536, and the evidences 

THS..GOMMISCIONER; If there is any mistake it 
better be corrected. 

MR. KELLOCK: You suggest I have the figures 
reversed; is that it? 

20 THE GOMMIS IGNER: Is-that what is wrong? The 
figures are reversed? 

WR, HOOPER; The fixed valuation on cotten 
flannelettes is 40 cents a pound in one case and 44 
cents in another, depending on the weight of the 

25 


fabric, and on eotton weeds 25 cents a pounde 

THE GOMMISsIONSR; it appears your figures are 
reversed then, ir, teilocks 

MR. KULLOGK: They are, my lord. 

THR. COMMISSIQNER: That is what Mr. Hooper sayse 


MR. KELLOCK; Mr. Berry says the same thing. Th 
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| is correct, wy lord; they are just reversed, I am 

sorry. This was removed after the lst of Jamary, 

19366 
"This item was not, however, of much importance. 
Cotton imports inte Canade from Japan are dealt 
with in #xhibits 540, 541 and 585." 

I am going to give your lordship some figures on that 

a little laters 
" An example of. the Japanese selling prices in 
Canada of manufactured eotton articles ean be | 


10 
taken from the July, 1986 imports of cotton shee 


laces which were 4,082 pounds valued at 
$1,320 at 39¢¢ to the yen. This is an average 
value, at 29¢ to the yen, of 23%¢ per pound, bu‘ 
15 the 2/50's yarn from which this product is made 
* alone cost 39g¢ a pound in April 1936 in Canada." 
Then, with regard to real silk duties. 
" With regard to impertations from Japan of 
real silk fabrics, the situation before and efter 
_ the Ist of January, 1936, was exactly the same 
as the situation with regard te cotten piece 
goods except that t ere was no fixed valuation 
in the case of gilk fabrics, 
Exhibits 406 and 407 illustrate the level of 
Japanese prices of ribbons and ¢lastics as cam~ 
ented te the Canadian costs of similar articles, 
Jepaness clastic webs are shown to be below 
the Canadian costs by the following amounts pe: 


gross yards"-- 


GECOs 
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In the case of one inch, one sample is $2,95 and 


the other sample $4,85. 1-1/8 ineh, $5.71. 
1-3/8 inch, one sample $7,22, another sample $5.26 
and the third sample $6.45. 


" Japanese reyon ribbons, duty~paid pri ces, 


5 
are below the Canadian costs to the following 
extent, per 1,000 yards"-- 
MR, MeRUS’: Is that the selling price or cost 
| because 1 notice the exhibit you refer te has printed 
1 || 92 1% “our cost” -- in regard to one of the others. 


THE COMMISSIONER: Is that exhibit 407% 


MR. KELLOCK: Yes, my lori. Are you spesking 


MR. MeRVER: No, the Montreal Cottons one you 


15 have referred to, 


MR. KELLOCK; My friend isn't referring to this 


at alls 

| MR. MeRUGR:; I know, but is this not the same 
thing? 

se MR. KELLOCK: These are costs of the Belding 


Corticelli Company. 


‘MR. MeRUER: Do they show how they are made up? 


MR, KELLOCK; Yes, there is full detail there, 


MR. MeRUER: No, there isn't, 


sd MR. KELLOCK: Pardon? 
MR. McRUMR: Wo, there isn’t full detail of how 
they are made ups 
; MR. KELLOCK: It is attached here. 
<a MR. MeRUER; There is a ecard with some elestie o 
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If you look on the back here -- 


MeRUER: That is Japanese, 


KELLOCK; 


No, that is Belding Corticelli, 


‘COMMISSIONER: Mr. Kellock, we will adjourn 


minutes. 


-- The Commission adjourned for a short Tecesse 
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“~ On resuming at 124P.u, 


MRe KELLOCK: My lord, I was dealing with the 
foot of page 15: : , 

" Siaapet z ineki rayon elastics were selling 
in Montreal for $1425 per gross washes in small 
quantities and for $1.00 gross yards in large 
quantities, The Canadian factory cost of the 
Same article without selling cost is SleZl," 

Then as to the low Japanese cost of preduction: 

ee eultonan discloses that the ability 
of the Japanese exporter to sell in Whstay 
at prices lower than the cost of production 
of the Canadian manufacturer apart altogether 
from any question of profit to the Cansdian 
menufacturer is not accidental or temporary but 
is based on the extremely low eost of production 
éf the Japanese manufacturer aided by the well 
stestubiead character of the Japanese people 
and the aetive support of tlh diinbiee government 
for manufacturing trading and shipping organi- 
zationss* 

THE COMMISSIONER: what dees that mean? Does that 
mean that ies: Xeneniine Government subsidizes exporta- 
tion? | | | 

MRe KELLOCK: Yes, a lord, and also directly 
interested in industry, I deal with that a little 
later OR. ri rt subsidizes industry, subsidizes ship- 


ping, and it has export cartels or guilds, as they 
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As to wages in Japan: 


“indieation of any increasing trend in these wage 


worker is entirely different from that of the 


LVVILU 


are called. 


“wThe situation is essentially a clear issue 
abun the Japanese ep 4 of living and the Yestern 


way of » living ey as long as the difference 
exiata, peuitxes that the western standard of 


living be protected," 


i 


"the situation is disclosed by the evidence 


| 
commencing at page 6370 24 to 6377 14. The | 
: 
evidenes is based upon authoratative sources, | 


Taking the highest figure disclosed by the evidehee, 


the average cash wage per hour paid in the texti 
industry in Japen. in the year 1932 was 2¢s 

This did not include housing. Including all 
allowances the wage rate per day in the textile 
industry in the year 1955 was 75.9l¢ in the case 
of men ang 20. 78¢ in the ease of women, and it if ta 
be noted that asd of the ‘anh acai are WOLLGR « The 


evidence also discloses that there was no 


down to the end of 1935.4" 
"The reasons for these low wages are basic. 


The standard of living of the Japanese textile 


Canadian due to difference in habits of living, 
climate, customary food, the press of a large 
supply of labour ang the apparent willingness 


of the Japanese female workers to live in dor- 
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dustrial system of Japan 4n inexhaustible supply 


1290) page 579 has the ‘fellowing under the negating 


Lovo 

mitories on the premises under the control of 
the employer, all of which would be intolerable 
and um esirable for the Canadian textile workers 
Japanese society és one which has just emerged 
or is emerging from 4 feudal system which has 
been in existence hae senkurtee and which has 


made available for the recently developed in- 


CT eel 


of labour femiliar with a discipline imposed from 
above and demanding littie in the way of monetary 
rewaras io living eouditions deemed essential 

ia ¥estera PUOAAES Re So long as this pasic 
condition continues so long will the Japanese 
manufacturer have 4 very eousiderable advan tage in 
his lebour uae These labour costs are cumulativh 


in that the Japanese textile manufacturer pays his 


workers these comparatively low wagese Further Japan- 
ese manufacturers OF producers of machinery, power, 
puildings, supplies, transport, cag all kinds 
ef goods and services used by the Japanese 
textile manufacturer, pay similar low wages which 
result in low overhead costs to the manufacturer 
iain The low prices at whieh the Japanese 
we able to aelt in Canada after paying freight, 
jnsurance , packing and duties are very natural 
result of the low costs of labour ai and overhead.” 


"ne Japan 3ilk Year book 1935-1936 (Exhibit. 
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"Cost of Production® - 'The most impor tant factor 


‘material, rayon yarn, which forms about 50% of the 


total cost of productions, The chief reason for 


““@etermining the price of rayon fabries is the costlof 


the comparatively low cost of production of Japanefe 


rayon fabries is sett ibed to the cheapness of 
material, the wages and labour forming 11% 

to 23% of the total cost, This is followed 
by a table analysing the cost of production of 
rayon fabrics. Taking a 36% plain rayon fabric 


which is the second fabric dealt with in the table 
computing the figures in Japanese currency there g 


in dollars and cents, the result is as follows;" 


The yarn costs 2,578¢ per --- this is all on the per y 


basis. 


THE COMMISSIONER: The yarn, you say? 


MR. KELLOCK: Yes, 


THE COMMISSICHER: You have not the word "Yarn” 


MR. MeRUER: I was wondering why the Canadian 


weavers 


good as 
25. lt 
MRe 


MR. 


MR. KELLOCK: 


ado not use these Japanese rayon yarns if as 


theirs. 
KELLOCK: mae you have duties for one thing. 


MeRUER: The duty is ersnareun to } eR it out,- 


Bhat ns a | large part? 


vel jlir- Dixon seid his cheif fear 


for the moment was ‘from Japan and realy, as I recollect] 
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However, dealing with this illustration - “wages, 


+638¢ (taking 2.2 yen as the average), The dyeing char 
is 1,088¢ and the printing charge 1.0387. That is under 
the total. The total is 4,054¢ without printing, 

and ineluding sprinting it is a little over Sg a yard, 


"The cost of the lowest quality rayon fabric 


produced in Canada referred to in the evidence is | 


{ 
i 


approximately three times the above figure," 
And that is the narrower width. 
10 "In dealing with real silk fabrics the 
Japan Silk Year Book 1955- 1956 at page 509 says; 


‘in most of the silk fabrics produced in Japan 


the ges form no important part of their prices.'* 
7 Theat is what the dupanese say themselves. 
Then with regard to ip cpuditlet on of the yen: 
"\ further factor in the ability of. the 
Japanese exporter to sell at low prices is the de- 
preciation in the yen in terms of fo reign currencies, 
ch and particularly the Canadian dollar. It is true, 
ef eourse, that insofar as prices of raw materials 
are concerned, which the Japamese must buy in world 
markets, the prices of these materials have 
risen in terms of yen in eceordance with the de- 
a preciation in the yen. But it must be remembered, 
as established in evideace, that so far as raw 
silk is concerned that Japen does not buy in a 


world market but in her own domestic market, and 


that with regard to artificial silk she is 
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dependent upon foreign raw materials to a limited 
extent only, “while theoretically a depreciation 
in a eurrency should result in a eorresponding 
inerease fa tternad prices it is not true 


that this has taken piace in the case of Japan. 


insofar as Japanese wages are concerned, the 


tae a an 1 moe ee 


evidence is that the wages have not gone up but 


have remained stetie or have gone slightly down, 


| 


The effect of this fact is a real decrease in 


Japenese labour cests and a resulting decreasing wage 
content in dapanese wage export. Japan has not heft 
to purchase food in foreign markets at higher yen 
prices, The evidence shows that Japan is in fact 
a net exporter of food supplies « Accordingly, 
to the extent that Japanese export prices were 
not increased by reason of higher prices paid for 
raw materials in terma of yen, the Japanese ex- 
porter has reaped an advantage in world export 
markets by reason of the depreciation in the yen. 
The evidence shows that the Japanese themselves 
resraine that the major factors in giving the 
Japanese exporter an advantage over foreign man- 
ufacturers are the slump in the yen, low labor costs 
and low standard of livings 
By vouseni of She Voutinel ¥y over a period 
a Tau ia te. prdauss of the depreciation in 


the yen the Japanese reaped 4n additional advantage 


in purchasing raw materials at an earlier 
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period than the exports fabricated cut of the raw 
materials were sold, the result being that the 
finished merehandise obtained a higher yen price 
than had been paid for the raw materials by 
reason of the process of depreciation in the 
period between the cate of purchase of the raw 
materials aad the date of the sale of completed 
merchandise. Japanese trade has steadily increase 
in a marked degree during this entire period," 

THE COMMISSIONER: What has been happening to the yen 
now, recently? 

WR. KELLOCK; The last I saw, my lord, it was on 
its way down agains I saw a figure, semething just 
over 26 cents was the last I saw, 

THE COMMISSIONER: What is the standard value of 
the _— in gold cents? 

MR. KELLOCK: It is 49485, 

THE COMMISSIONER: That is in gold cents? 

MRe KELLCCK: Yes, my lord, 

MR. HOOPER: That is the old gold content. That i 
the old basis of gold content. 

..THE COMMISSIONER: That is what I am asking, gold 
basis, both being in gold, Canada and the ye» what 
is the value? 

MRe HOOPER: It was 49.65 but just the same as 
Italy has reduced the gold content --- 


MRse KELLOCK: It has aever been revalued so far 
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‘MR. HOOPER: That is only in Canedian dollars. 


© THE COMMISSIONER: “It “hes been allowed to drop, 


(that is all. “ne-day it is what? 


MWR. KELLOCK: Sadmewhere betwéen 25 and 29. 
“THE COMMISSIONER: Of our cents? 
“MR. KELLOCK: Yes, my lord, 


“SHE COMMISSIONTRS And it is being usea for duty 


| purposes at what? 


“MR. NOOPER: SS now my lord, 


“MR. KELLOCK: Your lordship menticned the other da 


in’ corinection with the evidence that your lordship 


|| had heard in’ connection with wheat, one of the reasons 


for the falling off of Canadian wheet export to Japan 


was the question of exchange. 


THE COMMISSIONER: No, of Australia. 


MR. KELLOCK: Yes, Perhaps when I come to that 


| point T could zive your lordship what the relation is 


| between Canadian, Japenese and Australian currencies 


| from 1930 to 1935, I have it here under a heading. 


‘UR. MeRUPR: cCarladian export to Japan, according 


| to an announcement this morning in the Nontreal Gazett 


| are ip 50% for the first ten months of the fiseal year 


$18,000,000 for the ten months, an increase of 50%. 
“ine GOMMISSIONER: I might say right here, the 


question of Japanese competition affecting our own 


| vextile industry is a very important one in this 


| inquiry. © The fear of it, you May say, was the caus¢ 


of this inquiry, and it is very ibeamnetinid set out 
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in the Order in Council, and at sone time before we 


are through if I can be furnisheé with figures brought 


down to aS late a date as sossible I would very much 
appreetate ite The figures which were taken in 
evidence some mouths ago heve now been preceded by re t 


events. I would like to have the proportion of the 


Canadian rayon markets up to as late a date as eeiakia. 

say to the end of January - perhaps & little later - | 

10 || has been occupied by Japanese importations as pempered| 
| with previous years, On the other hand, ross sncrande, 
ir any, has been shown, aS Mr. i¢Ruer says there, in 


Canadian exportation to Japan and, if so, in what 


a | products of Canada, In fact, anything that will t 


light on the working of this trade arrangement, par- 
ticularly affecting textiles but, of course, affecting 
the gencral situation as well, which must be taken int 
| consideration, Anything you cen gather for me I 
20 || would be very ple@sed to have, There would be no use 
| my writing something now on figures that go back severgl 
months, July of last year. 
“MR. KELLOCK: The question your lordship asked ne, 
I say that the closing quotations on Saturday last 
| in reeard to the yen was 28,58. It appears to be 
, | slipping a little bit. 
~ Thea paragraph 48, my lord, under the heading, 
"Japan Produces bulk of Its Needs in Pulp and chemica}s: 


‘The evidence shows that Japan is dependent upon — 


. foreign supply for only a portion of the pulp 
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requirede.s.." 
Tak COMMISSIONER: . That isa vory vague term, "only 
a portion," to be of any value I should know what 
portion, 

URe KELLOCK; Perhaps I can give your Lordship that 
in connection with the other inforza tions I think the 


figures are in that evidence, 


THE. COMMISSIONER: I know, but -<-- 


10 MR. MCRUER: I put in a large schedule that was 
prepared by Mr. Whiteley, showing the prinebpal exports 
to Japan, 

THE COMMISSIONER: That is not the point now, 
‘||Mr. Kellock tells me, Showing reasons why Japan is a 
15 


competitor,. The point is that geapan produced the 


bulk of its needs ia pulp end chemicals, but does net 


say how much. "The evidence shows that dapen is 


dependent upon foreign supply for ouly a pertien--- * 


20 MiRe KELLOCK: i will put that in better shape for 
your lordship, 
THi COMMIOSIONBR: Yes, if it is te be of any value 
it should be mere definite. 
MR» KELLOCK; . The same applies to the nest para- 
graph dealing with heavy chemicals. 
Aside from the dependente on. foreign supplies: 
"Exhibit 395 shows that in the cases...." 
At the foot of page 18, and at the top of page 19; 
30 "eeoeShows that in the case of Japan, pujp and 


chemicals constitute 50% ef the cost of 
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‘production of rayon yarn, while in the ease of the 
United States the figure is 52% and that of 
Great Britain 36%." 

It is simply the reletioca of wares to material, 

a | “This table is based ona resort of the Japan 
Cellulose Industry Reporters Limited, a Japanese 
-orgenization, and was copied by the Textile mihaiieael. 
The absolute accuracy in cents ef the various 

10 | items entering inte the cost of rayon yarn is 
doubted by the Orgsenon but therelatively pro- 
portion to the whole cest of these items, in the 
ease of Japan at least, is confirmed by the letter 

| obtained by Counsel for the Commission from the 

‘ Canadian Trade Legation at Tokio. That the Japanege 
can produce rayon yarn at one-third: of the British 
end american price and rayon pieee goods at 
even greater advantage was stated by Japanese 

20 speakers before the Japan-Australia Trade Diseussidn 
Couneil of Osaka," 

And Gealing with Japanese taxation and its export Guilds, 
"The Japanese menufacturer enjoys taxation 
privileges not enjoyed by the Canedian manufacture 
which put the latter et a further disadvantage. 
This is due to the paternalistie attitude of the 
Japanese Government teward industry which is fosteited 
Rot only by exemption from the heavy taxation whie 
Pond applies to the agricultural community, but by the 


ereation of trade associations with wide powers of 
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That 18 an important element, my lord, the export is 


not indiscriminate but it is controlled. 


perfection, Tais kind of business ergani zation 


They have a statutory basis, 


16568 
controlling manufactures and exports, These 
associations again ave exempt from certain taxation 
and are also subsidized by the Government directly. 
fin addition they receive Government loans at low 
rates of iutereste The exports of Jape are handled 
directly by these trade associations, all exports 


ef to Canada being handled by six of them". 


“in. this connection Exhibit 668 states that 'The 
cartels and trusts of Japan govern the output 
marketing aad prices of virtually every industry, 
business, art and craft - large, mediug, stall 
and cottage, In this regard the Japenese have 


atteined to the Gertian level of thoroughness and 


Has contributed enormously to the economies in 
production, advertising, forwarding and distributiog. 
da order to eater to the markets of foreign 
countries and control the Supply aid prices of 
the goods destined for the markets abroad texport 
assbciations' have been brought into being as 
special organizations by the Aet of 19254. Today 


they are some ninety in number ,.?" 


“The steamship lines themselves which carry 
these exports are also subsidized by the Govern- 


nent, the result being that not only is the 
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Japanese manufacturer able to produce at very 
low cost by reason of all the factors previously 
discussed but is able to lay down his products 
ia foreign countries, ineluding Cansda, without 
having to pay full freight charges, By reason 
of the Government subsidies to the trade associa- 


tions and to the steamship lines not only can | 


the Canscian manufacturer not hope to compete with 
the low cost of producticn in Japan but he cantot 
compete where this low cost of production is 
further aided by reason of these subsidies, 

The subsidization of the steamship lines results 
further in a lowering of ee ef any raw 
materials the Japanese manufacturer has to buy 

in foreign markets; In a@@ition to the sub- 
sidization of the trade associations and to the 
loaning of Government money at low rates of interes 
the Government itself is a heavy investor in 
industries,” 

"The rapid and phenomenal expansion in 
Japanese productive capseity, and in particular of 
rayon and eoton, has created « pressure in 
developing outlets for these »roducts. ‘The trade 
associations with their wide powers of eon trolling 
production and handling exports have been able, act 
withstanding the decrease in prices which has folloe- 


ed the increase in productive capacity, to maintain 
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the various rayon companies in a strong positica 
and to maintain substantial profits by organizing 
curtailment of productions" 
Then the next is heading dealing with "experience of 
Vther Courtries With Javanese Textile imports," and 
I submit that the value of this is in what these 
countries have found and whet they were ebliged to ao | 
in view of the fact that we have gone the other way 
recently, we have lowered very very substantially our 
duties sgainst Japanese imports, | 
"Japan is probably the largest eperator 
in the world in textiles, It is the largest 
exporter of cotton piece goods. it Se also the 
second largest, if not the largest, prducer 
of rayons, and it is a very large producer and 


exporter of wool piece goods, In addition the 


vast majority of the raw silk produced in the world 


is produced in Japan, and Japan is also the largest 


exporter of real silk pisea goods, This position 
attained by Japaa in production has been attained 
in a comparatively few years and in the same 
period Japsn has penetrated effectively most 
of the foreign. markets of the world, resulting 
in great disturbance to the domestie economies 
of such foreign countries, which has forced 


many countries to adopt measures which has 


-foreed many countries to adopt measures to restrafin 


the flooding of its markets and the consequent 
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dislocation of its domestic industry with 
resulting unemployment, Wot only have the 
 @ome'stie markets of these countries been affeeted 
but such great manufacturing and exporting 
countries as Great Britain and the United States 


have had their entire trade relations with other 


heb ated Sa aio 


countries disrupted and have lost a substantial 
part of the world’s markets which the formerly 
- enjoyed," — | 
4nd I refer to the evidence where that is substantiate : 
"The extent to which Japanese importations had 
captured the markets of Sl Britsh Crom Colonies 
had become so alarming by 1933 that the British 
Government entered into negotiations with the 
Japanese Government for the purpose of bringing 
about same agreenent which would meet the situatidn. 
A year’s negotiation failed to produce any result 
whatsoever and accordingly the British Government 
ia May 1934 decided that only the imposition 
of quotas would be an effective remedy," 
And your lordship will see how popular that méthod 
becomes throughout the world, 
“Accord ngly,<-<-" 
THE COMMISSIONER: Is not the world trying to get 
away from that again? 
MR. KELLOCK: I do not know of “any. 
THE COMMISSIONER: t thought; accompanying the 


tripartite currency agreement recently between the 
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United States, Great Britain and France was a moveme nt 

| towards the abolition or the curtailment of quota 

' arrangements, towering of tariffs, ete, Are you goin 

to argue here that the quota should be imposed? 
Me KELLOCK; I am only speaking in regard to sa0ay, 
THE COMMISSIONER: I know. | 
MR. EELLOCK: I don't know that I om going that _ 

but I am pointing out to your iordship that these othe 


countries have apparently decided that that is the only 


10 


effective way for them to avoid being floeded, 
Now, whether it can be said that that is the only meth 
or not i am not prepared to say, My submission is 
|| fixed values, which bring the values of foreign goods 
e more te a parity with the. cost of producing the sane 
gocds here - might be just as good sad just as fair 
to domestic industry. 

THE COMMISSICNER: of course, you see ia the 

20 || instanee of these Crown Colonies there yas no home 
industry there te leok after, was there? 
MRe KELLOCK; I dea't think so, 

THE COMMISSIONER: Just the question of the tyo 
outside ecompetitgors, ene Great Britain end the other 
Japan, end Great Britain had the law-making power 
in the Growa Colonies and imposed quotas there. How- 
ever, 0. ons. 

‘Re KELLOCK: That is quite true but that is xhat 

® [they did and they are still in effect, amy lord, and 
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so far as the withdrawal of that method from any of 
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; | these countries that imposed them as apainst Japan 
i personally at the moment & not recall any evidence 
any outside know Leage of that. 
MR. MeRUER; Did not Australia Just do that thing? | 
THE COMMISSIONER: Yes, something doue in: australid, 


MR. KELLOCK? ‘Yes, but it still involves the quotd 


pan ketal a hee ne 


idea, my lord, 


THE COMM 


SSIONER: The quotas have been loosened. 


MR. KELLOCK: In amounts? 


neo: 


THE COMMISSIONER: Yes, 

MR. KELLOCK: “AccorGingly, quotas were imposed 
in these 51 Colonies during 1935, snd evidence 
6171 ly 13 to 6179 (a) 1, 20). The preponderant 
position of Japan be trade with these Colonies 
is typified by the share of the imports shown in 
two cases where for treaty reasons no quotas were 
pogs ible 4 nauwely, Sudan and Tanganyika, It is 
submit ted that the adop thon of the quota systen. 
is significant, the view of the Government 
appareatly being that even high duties would be 
ineffective, This is undoubtedly because of the 
‘exceasively low prices at which the Japenese 
were marke tiug their products in the markets 

ot the worlds Even a high duty on a Low price 


doses not mean ver much.” 


-- The Commission adjourned at 12.30 P.1, to resume 
at 2.30 P.M. 
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~~ The comiittee resumed at 2.50 o'clock. 

Mr. KELLOCK: My Lord, I was at paragraph 55 at 
the foot of page 21, Section G. I continue: 


"In the case of Japanese trade with Australig, 
: | Japan and Australia in 1955-36 appeared to have 
been dissatisfied with the state of the trade. 
Japan's view was that the trade balance between 
the two countries measured in money was too one- : 
sided, the ratio being three to one, or even four 
| to one agaiast Japan. On the other hand ,Austra- 
10 | lia had absorbed inereases in imports of Japanese | 
| cotton and rayon textiles to sueh an extent that 
Australian trade with Great Britain had been 
seriously disrupted. inports of rayons from 
Great Britain in 1935 were less than 10 per cent 
15 | of those from Japan and Australian imports of 
British cotton goods had decreased while imports 
of eotton goods from Japan had inereased. This 
had ecturred during a time in which there was a 
substantial margin of duty preference in favour 
of Great Britain. Negotiations followed which, 
e after some time, led te e decision on the part 
of the Australian government that very substantia 
increases in duty rates on Japanese textiles 
should be instituted and-at the same time de- 
: creases made on duty rates against British tex- 
2 | tiles. Provision was slso made for an import 
| license system under which imports from countries 
under intermediate or general tariffs could be 
prohibited or controlled. — Japan is under the 
sustralian general tariff. Under the new duties 
30 | érey cotton cloth from Japan was increased from 


86d to 2.754 per squcre yard while on rayon 
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! “fabries the increase was from 2.684 per square 
yard to 9d per square yard (ixhibit 408). The 
licensing syste mM permits the 4ustralian govern- 
ment by withholding licenses te exclude imports. 
These provisions were enacted in 1936 while 
this commission was sitting and all the informat on 
then ebtainable was placed before. the commission." 
the COMMISSIONER: Can you tell me whether this | 
state. of affairs still exists between Japan and Aus- 
traiia 7 
10 | ite MGRUER: according to the Londen Times it has | 
been changed; 1.read an article in the Times to that 
effect. : | 
The COMMISSIONER: Theat is a question that can be. 
looked into, , | | 
| 15 | lin, KELLOCK: 1 can get that accurately for Your 
| Lordship «+... 


| | the COMIISSIONSR: I have asked the secretary to 
, | eek inte At. 
Mit. KELLOCK; The brief goes on: 
"Your Lordship may deem it desirable to 


20 
inquire as to what use the Australian government 


has found it necessary to make of the licensing 


system. i have been instructed that at the 
present time, namely, December, 1936, the licensi 
System is invoked by the Australian government. 
23 || to the extent of refusing import liceases and 
| _ thus prohibiting Japanese imports of rayon and 
cotton piece godds. The Australian situation is 
dealt, with in evidence 6179 (a) 21 to 6161 1. 3, 
611.1. 8 to 6515 1.24, and Exhibits 360-864 
30 |] (inelusive) and 408." 
| that situation was a sort of war that preceded 


_ the new arrangememt,, which annarently has been effectba « 
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The COMMISSIONER: With regard to the figures I hdd 


Of importations of about 65,000,000 yarés ana 
15,000,000 pounds of dapanese rayon into Australia, 
what year was thet ? Were they not for 1936 ¢ 


Mr. KELLOCK: They were for i935, My Lord. 


However, I will get that information for Your Lordshiy. 


"In the ease of Egypt, a similar situstion 
resulted with regard to imports of Japanese 
Fayons and cotton piece goods, resulting in Pro- 


tracted negotiations, ana ultimately in the enact} 


went in 1936 ef new and higher duties against 
these imports. ‘the Situation is shown in the 
evidence at page 6161, 9 to 6184 30. The in- 
ersases range from 200 per cent to 700 per cent, 
in additien to which Japaness imports pay a 40 
per cent currency surtax, See also Exhibits 
S65 to 567 inclusive. It is interesting to 
note, as shown by Exhibit 366, that during the 
Sourse of negotiations, when the impo sition of 
quotas against Japanese imports was being dis- 
Gussed, a suggestion was made on behalf of the 
Japanese Government, that the quota of Japa nese 
eotton piece goods be vetermined by the value of 
Rgyptian raw cotton purchased by Japan during the 
year. this suggestion was rejected on the ground 
that money as a measure of the trade between Japan 
and Egypt was unsatisfactory because of the ex- 
cessively lew prices at which Japanese goods 
were being exported, 

the same story is repeated in the ease of 
British India.  Sinee 1904 there had been in. 
foree a trade agreement between Japan and British 
ingia which wes terminated by action of the 
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“government of British India in the year 1953. 
In Mareh and also in June of that same year 
duties were imposed against Japanese imports of 
rayon and cotton piece coods which were termed 
in the evidence as prohibitive but which turned 
out to be ineffective, as the Zaps nese imports 
aid not decline, but rather inereased to a very | 
great extent. Exhibit 366 shows the history of | 
imports of eotton and rayon piece socds into 
british India from Japan and Great Britain. 
This is a graphic story of the supremacy obtained 
by the Japanese exporters in a period of ten 
years in spite of a substantial tariff preference 
in favour of Great Britain during that period. 
tiation the government of 


% 


After some neg 


British India enacted a new tariff law in Jenygary 
of 1934 confirming a barter arrangement between 
British India and Japan which virtually establishbd 
not only higher duties but a quota arrancenent 
with regare to igports from Japan ef cotton and 
rayon piece soods. This arrangenent was apparenf- 
iy very distasteful to Japanese exporters, and 
their asreement was only obtained after it had 
been pointed out to them that hostile economic 
measures against Japanese esoods were under con- 
sideration or enaetment in some thirty countries 
of the world. (See evidenee 6185 1 1 te 6194 1 
2 and exhibits 368-571 inclusive). 

With regard to the United States, Exhibit 
575 shows the imports of cotton pieee goods into 
the United States from 1925 to 1935 both as to 
total imports and also as te imports from Japan. 
This table presents another striking pictare of 
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| "the rapid acceleration in the penetration of 

the United states market by the Japanese exporter. 
in 1925 the Japanese supplied 5 per cent of the 
imports of cotton piece goods. This percentage 
gab jumped by 1935 to 58 per cent. this growth 
was in the face of the shrinkage in. total imperts 
ef cotton piece goods inte the United otates fr 
109.25 million yerds in 1925. to 65.67 million 
yards in 1955 (evidenee 6196 1. 12 to 6197 i. 18), 

tn, 1955 the imports from Japan of cetton 

piece goods was only half of one per cent of the 

_ United States market, Nevertheless the rate of 

 @rowth in theses importations was sufficiently 
alarming to result in governmental interference 
but. net.until the industry had beeome thoroughly 
aroused and other means had been tried and found 


Wanting in dealing with the situation." 


fhese other means I deal with immediately, 

"Cu the 2lst December, 1945, announcement 
was made. by the United states Department of state 
of = gentleman's agreement with Japan in connectibn 
with which the Japanese ambassador to the United 
States advised the United States sovernment that 
the Japanese government. had authorized him to say 
_bhat Japanese manufacturers and exporters of 
cotton textiles hed decided voluntarily to re- 
strict their exports to the United states and tha 
this was already in force. The ambassador went 
on further to say that in view of the assurance 
of the. Japanese exporters that they would continu 

_| to held shipments to. moderate levels there was 
little 24m likelihood of a repetition of such 
abnormal. inereases in imports of cotton textiles 
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"into the United States as m eccurred during the 

first six months of 1955. 

Phis gentleman's agreement was immediately 
followed by further large increases in imports of 
Japanese cotton piece zcoods into the United States 
the United States imports of Japanesé cotton eloth 


in’ January, 1936, more than doubléd as compared 


with Pecenber, 1935. In January the importations| ) 
were 6,825,366 square yards eompared with 2,491,52 
square yards in ‘Desember 1935 (evidence 6205 7 to 
6206 17). In the meantine an investication by 
officials of the United states tariff ¢omiission 
was proceeding and on the @ist of May, 1936, the 


president atmounced that the negotiations with 
Japan for a satisfactory gentleman's agreement wit! 
respect to cotton textile imports from Japan to 
this country had completely broken down. At the 
same time he put into effect an increase in éuties 
on the type of cotton textiles being imported from 
Japan of approximately 42 per cent. (fvidence | 
6207 1.14 to 6210 2. 30).* 
“The COMMISSTONER: It was ‘abdut the same time as 
| the duty on rayon was put down ? 
Mr. KELLOCK: That was not simply an arrangement 
las between Japan and the United States; it followed by 
[reason oF a ‘treaty with France. 
| Mr. M@RUER: These cotton duties are now still 
Mower than the Canadian duties ? 
| Me SRertiogie? 

“ “Prior to the putting into force of these 
-inereased duties ah investigation had taken place 
as to the comparative costs of production of 
éertain textiles, including cotton piece zoods in 
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“the United States and Japan. In addition to 
raising the duties on cot ton piece coods the 
president also raised the duties on wool knit 
gloves and mittens valued at not more than gl,75 
per dozen paid from 40 cents per pound and 35 
per cént ad valorem based on Japanese selling 


prices to these same rates but based on the seli- 


ing prices of similer donestie articles, In 

' L955 the demestic production in the United States 
of wool knit golves and mittens amounted to 
715,000 dozen pair which was about the game as 
the production in 1934. . Imports however had 
inereased from 63,000 dozen pair in 1954 to 


527,000 dosen pair im 1955, of which in 1935 

95 per cent came from Japan," 

Mr. MGRUER: In other words, their hands would 
frozen if it had not been for Japan. 

Me. KELLOCK: I suppose the domestic industry woul 
risen to. the otcasion. 

The COMMISSIONER: Mr. Yaiteley has handed me a 
clipping from the Montreal Gazette of January 1937. 


20 


it is dated January 22nd and reads: 
Japanese will curtail cotton exports to 
TeSe 
Osaka, Japan, January 21--(AP)--Domei 
Japanese News Ageney) reported to-day a tentative 
25 agreement had been reached between Japan and 
United States textile delegations whereby the 
Japanese voluntarily agreed to limit all cot ton 
exports in the next two years except betechin, a 
type of cotton. piece goods, 
30 Alse excepted were those exports already 


contracted. 
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| "Japanese exports in 1937 and 1938 were 


limited to 255,000,000 square yards and provided 

shipments this year were not to exceed 160,000,00 

Square yards," 

Mr. EELLOCK: Does Your Lordship understand that 
250,060,000 to cover both years 7? 

The WOMMISSIONER: Lam just wondering. It is 
150,000,000 this year. Probably it means both years, | 
judging by the way it is put there. | 

Mr. KELLOCK: In this connection,iy Lord, I | 

10 should like to read an item taken from the New York 
Daily News Reeord of February 19, 1937. It is as | 
@ follows: 
“The Official Full Text of the "Memorandum 

of Understanding' reached at Osaka on Jan. 22 

15 between the American Mission and Representatives 
of the Japanese Cotton Textile Industry, made 
public teoeday by Dr. Murchison, is as follows: 


The American textile mission and the re~ 
presentatives of the Japanese cotton textile in- 
dustry understand the following to be a correct 


20 


statement of the principles and procedures 
mitually approved by them in their econferences 
of dan. 15 to 22, 1937, inclusive: 
Se - PIBCE GOODS 
ad 1. ~ the Japanese representatives accept 
quota limitations as the most practicable means 
of arriving at a satisfactory arrangement with 
respeet to their textile exports to continental 
United States, 
30 &» ~ On cotton piece goods, a quantity 
limitation shall at once be made applicable as 
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“of Jam. 1, 1937, ‘The basie quota applicable 
to the years 1937 and 1956 are as follows: 
For the year 1937, the basic quota shall be : 


iSS million square yards, or the volume of the 


contracts on hand on Jan. 21, 1957, for the 
Japanese plete goods for shipment to the Huited 
States in 1937, whiehever amount is the Smaller. 


For the year 1938, the basic quota shall be | 
100 million square yards subject to the following 


proviso: The Japanese industry is privileged to 
transfer not more than one-fourth (25 million 
square yards) of the 1938 apportionment to the 
1957 quota, but the 1938 shipments must be @imin- 
ished below the basie quota by such amount as the 
1957 shipments are increased above the latter's 
basic quota, 

This agreement may be expressed as follows: 
the quotas agreed upon for the two-year period 
Constitute a maximum of 255 million square yards. 
Of this amount the 1937 apportionment shall not 
exceed 180 million square yards, or be less than 
155 million square yards or the volume of orders 
on hand on Jan.21, 1937, for Shipment to the 
United States in 1937, whichever is the juntier 
fieure. 

S$. In the measurements requisite to the 
enforcement of these quota arrangements, the 
official data of export shipments as compiled 
by the Japanese government shall be used. ‘The 
procedure followed shall be similar to that used 
in the administration of the quota arrangement 
on cotton @ rugs now in effect between the two 


governments. 
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principal material of which is cotton, 


LOS6S5 
"The entire responsibility for the attain- 
ment of the objectives sought, in this quota 
arrangement shall be lodged with the Japanes 
industry or its authorized agencies, and the 
obligation to accomplish these objectives is 
regarded by the american. industry as predicated 
, en. considerations ef good faith rather than 
on those of contractual and technical charac er. 
oe = Bor the purpose of satisfying these 
quota arrangements, ecociton piece goods shall be 
regarded as inclusive of all woven piece goods, the 


Se - The afrangements abeve provided for sha}l 


not in any way include existing agreements on 
eotton goods between the two industries or betwee 
the two governments. 
6+.-, Should the trans-shipments of goods of 
Japanese origin. frow third countries to the Unite 
States tend to render ineffectual the purposes | 
of these guota arrangements, the Japanese industr} 
agrees to subtract the amount of such trans-ship- 
ments as compiled by the United states Customs 
service fron the: Wolume: of direct shipments from i 
Japan to the United States. The Anerican 3 
commission will unéertake to reduce the volume 
of trans-shipments in two ways: 
(1) To transmit to the Japanese industry 
monthly the amouht of such trans-shipments,| 
together with the names of the importers. 
and exporters involved, and the ports of 
trans-shipment 
(2) by undertaking to seeure the eooperatio 
“@f the Association of Cotton Textile lierch: 
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"of New York, as well as similar assceiatiors 
in other ¢ities, in preventing their members 
from purchasing textile goods shipments 
Originating in Japan which are not import 
directly from Japan. 
%y ~ For the purposes of the caleulations o 
piece goods, any quantities which have been imported 
into the United States and then re-exported shal 


be excluded, 


Lo i. - The two industries will undertake te 


establish as soon as practicable and not later than 
april 1,.1937, a joint committee consisting of an 
equal number Of mepresentatives of each industry. 
the puz 


poses Of this joint committee shall be to 
deal with whatever administrative éiffieulties ma 
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arise in conneetion with existing quota arrange- 
ments and alse to act as a negotiating committee 
in the establishment of subsequent arrangements 
between the two industries relative to quantity 


limitations or other means of control. 


a 


s 


i. - The Japanese aecept the principle of 


quota limitation &8 regards table cloths, bed- 
Spreads, handkerchiefs, cotton gloves, underwear 
wk and other specialty items manufactured from cot to 
cloth, and yarns or thread, 

| Be ~ They will undertake to institute nego~ 
tiations in line with the above principle through 
the joint committee as above provided for or throu 
the agencies of the two sovernments, whichever may 


be agreed upon as more practicable. 
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prior to June 30, 1937, or as soon thereafter as 


16585 
"S. ~ It is agreed that after the formation 
of the joint committee every eftort consistent 
with 
solution of the trade problems of the twoindus- 


soo0d faith and with a mutuel desire for a 


tries will be made to efreet appropriate quota 
arrangements relative to the above classifications 


is practicable. 

Db, - The representatives of the American 
incustry regard the application of the above 
principies and procedures to the textile trade 
of the two comtries as rendering unnecessary 
any action on the part of the U. S. government 
looking toward further restriction of Japanese 
cotton-textile imports. They also consider that 
the application of these measurew will serve 
to lay the ground-work for a reciprocal trade 
treaty between the governments of the two coun- 
tries and thus meke possibie tariff adjustments 
whieh will be of matual advantage to the two 
countries. 

&. ~ This arrangement shall be regarded as 
being in immediate effect, but subject to re- 
pudietion by the Japanese variant DY —— 
from Japan on or before Feb. 15, 1957. 

Gleudius T. Murchison, for the conmittee, 
representing the Cotton-Textile Institute, 
American Cotton Maenufacturers' Association, 


National Association of Cotton Manufacturers. 
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"Gs Shoji,for the committee, representing 
the Japan Cetton spinner's Association, the Nippo 
Union of cotton Textile Manufacturers' Associations, 
the Cotton Yarn and Cloth Exporters! Union, the 
Japan Cotten Yarn and Piece Goods Exporters! 
Association for America, the Japan Cotton Merchan?s 
Union. 
OSakay Jan. 22, 1957. 
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Te COMMISSIONER: Who is Mr. Murchison ? 
Mp. KELLOCK: He is the president of the Cotton 
Textile Institute of America. 
The COMMISSIONER: Does what you have read there 
apply to cottons ? 
Mr. KELLOGK: Cotton piece goods. | 
The COMMISSIONER: If you deal with it on, the 
per capita basis it would mean an importation of 12 
million square yerds into Canada in 1937. i am re~ 
ferring to the first part of the document. 
“°° Me. KELLOCK: Yes, om a per capita basis. I am 
submitting it. 3 
The CGi 
1339. 
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JICONER: That will be marked Exhibit 


EXHIBIT 1359: Monerandun of wiflerstanding 


ir, KELLOCK: At page 2S of the brief, Section G, 
we say: sig | 
"The inerease of imports from Japan of these 
gloves and nd ttens was from 50,566 dozen pair in 
1954 to £97,067 dozen pair in 1935 (See Bxhibit 
3&2 and evidence 6212 1. 16 to 6313 1. 26). the 
result of the investigation of the United States 
Tariff Cermission as to comparative cost of pro- 
duction of wool and knit gloves and mittens shows 
that the averages cost for women's sizes in the 
‘United States for the year 1935 was $4.36 per 
dozen and in Japan $1.75; for misses sizes 93.98 
in the Uni tea States and $1.48 in Japan." 
I ‘stop here to point out that my friend has some- 
thing to say with regard to the penis wor i d of obtainin 
costot production from countries, but the United state 


Tariff Commission in that investigation were apparent 
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able to establish a Satisfactory domestic cost ef pre- 


duction for these articles, 
"Exhibit.35835 also shows that the United Statds 
had found it necessary to negotiate a restriction 
voluntary in its nature on the pert of the Jam nese 
exporters, with respeet to cotton rugs." 


The COMMISSIONER: They found not only the idl 


cost but the cost in Japan as well. i thought that 


was the mystery of mysteries; that is what you are 
saying here. if they found the one they found the 

10 || other, | 
Mir. KELLOCK: They found the domestie cost apart | 

|| altogether fron the Japanese cost and then teck the 

ie | *@panese invoice prices and worked it back. 

| The COMMISSIONER: Back to what ? 

i | Mrs KELLOCK: Back to éapan. They deducted freight 


;and insurance and packing charges and arrived at what 
they regarded as cost of production in Japan, but 
starting with the invoice price in the United States, 
That is, as I recall, the evidence. ‘That is the method 
they used in getting at the Japanese cost. 

ot The COMMISSIONER: But cost is one thing and the 
selling price in Japan is another. You have stated 
lhere that they fixed the cost in Japan, not the selling 

Iprice in a If there is an error there you had 
a look it up and correct it. 

25 | - KELLOCK: I do uct think there is an error. 

a is a difference between cost and selling. price. 
| the COMMISSIONER: Of course there is. 

Mire EELLOCK: They work it back. They took the 

Japanese inyoice and deducted transportation and in- 

30 pUrAnee, 
The earns teres How far did they work it back ? 
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Did they stop when they scot to the selling price in 
| Japan?" 
Mr. KELLOCK: Yess 
The COMMISSIONER: Welly that is not cost. 


5 | vie, KELLOCK: They have ealled it cost... 


The COMMISSIONER: What you mean is the Jap nese 
selling price. ‘The cost in the United States is $4.36 
and the Japanese selling price is gis? Se 

UY. KELLOCK: In gapan, that is right. 

The COMMISSIONER: You Might verify that. 

Mr. KELLOCK: You will find it at page 6214, line 
Sli° 


10 


“ “fhe method of ascertaining foreign costs 


was given, and im essence it was to take the | 
invoice value as ascertained for customs invoices 


15 “nc to ascertain from the importers! invoices and 


records ocean freight, marine insurance, domestic 
charges, ete.” 
The GOMMISSIONER: That brings you te the Jap nese 
market, not the Japanese cost. 
a Ur. KELLOCK: The brief continues: 
“Sith regard to rayon plece goods, the Unite 
States duties prier to the 15th of dune, 1956, 
on importations from Japan were 60 per cent ad 
Valorem, plus 45 cents per pound specifie on plai 
“PTaeyoks while on jacquerds the rate was, 70 per cen 
aa Valorem and 45 cents per pound specific. . From’ 
and after the 15th of June, 1936, the duty was | 
reduced to 45 per cent ad valoran and 45 gents 
‘per pound specific. 
/ - ‘Exhibits 689, 525, and 409 show the imports 
30 - Of Japanese rayon goods into ‘the United States in. 
| later yearss © The reason for the eompara tive 
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"sna llneps of these firures and the contrast bet- 
ween them and the figures pertaining to Canada 


in 1956 have already been dealt with earlier in 


this daetum and the submission has been made as 
to the reason why the United states imports are 
not greater, It is ¢to be remembered also that 
the reduetion in the United States duties againgt 
imports of rayorns from Japan which became effec- 
“ive in June 1936 was the indirect result of a 
treaty between the United states ang France and 
it is tee early for the results of the lowering 
of the duties against Japan to have becone fully 
evident. It is however a feet that U.S. imports 
from Japan of noh-jacquard woven fabrics have 
shown remarkable increase during 1936. ~ aeeord- 
ing to the Jaauary 1957 Rayon Greanon imports 


have been 
1954 %,900 pounds 
1935 | £3,000 * 
1956(11 months) 220,000 " . 


The experience of the Dutch Bast Indies was 
parallel to the experience of the British Crown 
Colonies already mentioned, In 1929 the imports 
from the United Kingdon of cotton piece foods 
amcunted te 108,210,000 square yards while in 
1935 this had fallen to & million square yards. 
tn 1929 the imports from Japan of eotton piece 
goods wore: 195,876,000 yards whieh by 1935 had 
risen ‘to 508,400,000 yards. “ith regard to 
rayon pleee goods, in 1929 imports from the 
United Kingdom were 17.27 quintals whieh by 1935 
had fallen to 2.47 quintals. (mere is an error 
in this figure on page 6229 of the evidence). 
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" *In 1929 the imports from Japan of rayon 
‘plece goods were # 6,265 quintals and in 1935 this 
had risen to 44,719 quintals. Imports from 
‘Holland of cotton piece coods in 1929 were 
129,876,000 yards and in 1935, 50,334,000 yards. 


| 
In 1929 the imports from Holland of rayon piece | 
goods were 984 quintais and in 1935, $4 Giiatels. | 
(Exhibit 392, p.21) The rapid development of | 
- Japanese exports to the Butch East Indies re- | 


sulted, first, in inereaséd duty rates during 


10 


1931-2 and in additional surcharges on various 
import articles. The new duties failed to 
¢eheck the inerease in Tapanese imports and at 
the end cf 1955 the covernment took powers to 
restrict imports by means of quotas. During 
15 1934-5 after abortive negotiations with Japan 


a system of quotas, which new covers all classes, 


of rayon and cotton soods, was imposed. In 

addition to the quota ‘restrictions a system of 

import licenses has been established since 

si early in 1954. ‘The primary object of these 
‘$244886 licenses is to maintain the position of 


European traders in the Duteh Zast Indies market 
and to cheek the development of Japanese importers}, \ 


(Exhibit 392). 


illuminating to »bserve what has been done in 
Great Britain with regard to duties on Japaneses 
rayons. Exhibit 126, which is an exhibit filed 
by Mr. Hooper, shows the present Canadian duties\ 
on a plece of 27" piece dyed plain taffeta weigh- [| 
ing approximately 3-1/5 pounds for 30 years--" 
This should be yards instead of years. 
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16592 
*-—<oY 9 yards to the pound, and valued at 


- «90 yen per pound or 3S yen per piece. According 


to Exhibit 126, the Canadian @uties amount to 
265 per cent of the invoice value ¥.0.3. Japan. 


‘The existing British duties on approximately the 


Same material weighing &.5 yards per pound and 
selling at 3,10 yen per SO yards amounts to over 


ooO ver cent. British duties are based on the 


‘CIF value, whieh would raise the percentage on 


the Japanese ¥.0.B. value - See fvidence 6406 1.5 
to 6409 1.8. This digparity is even sreater in 
19357 when the Canadian currency dumping duty is 
reduced by reason of Exhibit 401. 

in the case of cotton goods imported from 
Japan into Great Britain, regarded as the home of 
tne cotton industry, the situation is remarkable; 
in 1933 the ‘meuete were 125,000 square yards; 
in 1934, 854,000 square yards; and in 1935, 
8,062,000 square yards. (Exhibit 393)." 
The COMMISSIONER: Can you bring thet up to 1936 ? 
Me. KELLOCK: Yes, Vy Lord; it is 20 million 


square yards. 


(16595 follows) 
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MR. KELLOCK: My lord, this is a short clipping. 


it is a vathéer intcresting point. 

THE COMMISSIONER: Was it you, Mr. MoRuer, thet 

told me yesterday somebody pointed out that the Engelid 
5 cotton industry is saying too much attention to the 
home market? 

MR. MeRULGR: It was the manager of Lloyd's Bank, 
in his annual statement to the shareholders, tut the 
inglish manufacturer -— 1 don't know that it was 

10 applicable particularly to the textile industry ~- he | 
seid the English manufacturers were going to lose the 
foreign markets if they didn’t pay more atte tion to 
them, 

THe COMMISSIONER: He probably had in mind,. rath 

15 


the armament industrys 


MR. MeRUER: I don't know thet the armament 


manufae turers were manufacturing so much fer foreign 
arketes, 
THE COMMISSIONER: Well, steel and things of tha 
. sort, whetever that may have meant <« 

MR. MeRUER; 1% was just an editorial comment. 

THE COMMISSIONER: In-cotton alone between those 
two years, 1955. and 1936, you have a jump from eicht 
million to twenty million square yerds. 

MR KA LLOCK; My lord, this is the souree that I 
gave your lordship thet twenty million figure from. 
It is from the Montreal Gazette, and there is another 
interesting point in it that indicates that it is not 
30 only direct imports into Genada fran ==) 


THE COMMISSIONGR: Into Canada -- 
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wR, KELLOCK: When we are dealing with Canadian 


imports from Japan we have got to consider not only 
the direct imports but something else. Here is whet 
it says: 
5 | "Tondon, Vebruary 4,-- Alarmed by the huge inerepse 
in imports of Japanese cotton goods which, it i 
declared, aes being finished in Lancashire and 


reshipped to the British Dominions as Dritish 


produce, Lemcashire Members of Parliament sre 
10 pressing the Government to confine the definiti 
of British cotton te ‘fabrics spun, woven and 
processed in the United Kingedom't, 
* Phe Board ef Trede, it is said, has endeavoured 
to allay the storm by promising an inquiry. 
15 ' 


In the past two or three yoars"-- 


Te COMMISSIONER: We will have to go over there 


MR. MeRUER: another Royal Commission. 
WR. KELLOCK: Ye are well equipved, my lord, 1 
think, 
20 
* In the past two or three years the total 
enna imports of grey cotton cloth have risen 
| from 200,000 yards"-- I gave your loriship 125,pc0-- 
| well, that was stuare yards -= "to more than 20,000,00p-. 
| 95 fhe bulk of this cloth is supplied vy Japan. It 


finds its way to Laneashire, where it is procesped 


and printed in colours and shipped overseas as 
British merchandise. Not only does:it thus sepure 
the Imperial preference awarded Lancashire goo 


30 in the Dominions and Srown Colonies, but it 
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"evades the guota restrictions imposed on Japane 
goods by the colonies and some Dominions. The 
Lancashire weaving and spinning industry holds 
this unfair competition and is urging the Govern 


ment to take early action." 


So Japan has got the benefit of some of our British 


preference apparently, if that is well founded, 


Paragraph 72, my lord -- 


Then, 


these 


"The action taken by the countries enumerat 
above with regard to the menace of Japanese 
imports are but illustrations of what has been 
going on throughout the world in recent years, 
‘A reference to Exhibit 1226 shows that by June 
of 1936 exports of cotton piece goods from 
Japen were subjected to restrictive measures 

in 56 out of 106 markets which can be identifi 
from Japanese export statistics, Pe 40 of 
these markets the restriction took the form of 
‘limitations’ while in the other 16 the restric 
ion took the form of a tariff preference in favopr 
of Great Britain, The quantity of Japanese 
export trade in plece goods affected by these 
restrictions was about 67% of the total Japanes 
piece goods exports in 1955". 

I have some conclusions fromthe experience of 
other countriess 

" it is submitted that the experience of othe 
countries, to which r ference has been made, 
with Tegard to importa tions of Japanese goods 
is one that serves as a valuable auide and at 
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"the ean time as a warning. Two conclusions 
may be drawn and have been drawn and acted upon 
in the cane of other countries, nemely, that 


tariffs alone have been found inadequate to 


protect domesit manufacturers in various countrips 
against importation of Japanese goods in quantity. 


This is evidently the opinion eof those countries 


which established the system either of quotes or 
taper id evknets, It was acted upon by the Unit 
States in substituting the domestic value of 
similar goods for the purpose of computing the ty 
for the foreign value in the ease of wook knit 
gloves and mittens. It is also the opinion o 

the organized wool textile industry in the Unit 


states. Therefore, such percentages of duties 


as shown in Exhibit 868 ranging to seemingly hi 
figures are net of a nature to stop imports fro 
Japan as these actuel examples in exhibit 868 
were imported. 

The same view is expressed by the Joint 
Committee of Cotton Trade Orgsnizations in Grea 
Britain in its study dated September 9, 1936, 


which comprises Exhibit 1226. On page 5 of thdt 


exhibit in the middle peragraph the following 
appears: ‘It appears thet the cuota as a barrigr 
to Japanese competition is much more effective 
than the tariff, uotas have been effective in 
the Grown Colonies, Peru and the Philippine 


Islands and have at leest prevented any serious 
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"expansion in India and the Dutch Bast Indies, 
Tariffs, on the other hand, have had little effett 
unless as is the case in most of the Latin 
American countries considered they have been pro 
Rhibitively high. The exchange disadvantage in 
argentine has not prevented Japan from inereasin 

_her share of the market te leat 50%; it May al 


be observed that the 25% British preference oper 
ose : 4 


ing in India before the quota proved no obstacle 
to Japan, The most interesting point is the cas 
of Rgypt; here a 40% surcharge seemed at first +t 
be disastrous but the smell recovery which has 
Since been made Sugeests thet even a 40% handica 
_ Sannet permanently exclude Japalle 
there is another conclusion which is to be 


drawn from the experience of other countries 


which is particularly appropriate to the situatidn 
which has grown up in Canada since the lst of 
Jamery, 1956, namely, that while imports from 
Japan May be small in one year, in the next year|\ 
they may comple tely dominate the market. This 
latter ecenclusion ean be illustrated graphieally 
by the following: | 
_ Rayon exports into India increased from 2 million) 
to 104 million yards in 4 Yearse 
Gotton piece goods imports into the United States 
inereased from 7 million to 36 million square 
yerds inone youre | 
re imports of wool gloves and mittens into the Unite 


States increased from 30,566 dozen to 497,000 
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- Sozen in one years 
Imports of cotton piece goods. into the Philippineg 
increased from 24% million to 87} million 
square yerds in 3 years. 
5 | | imports of cotton picce goods into Great Britein 
increased from 125,000 to 8,066,000 in 2 yearg't~- 


and you ¢an make that mow 20,000,000 in three years - 


"Imports of plain rayen fabrics fron Japan into 
the United States have jumped from 9,000 pounds 
10 || to over 220,000 pounds in two years.” 
if we study our own figures of 1936, 6,045 pounds and 
Jamiary, 1957, 66,875 pounds, we have got a comparabl 
tendency. At pages S80 and 381 of "The dapan Silk 
Year Book” there is a statement on the condition of 


15 
production in 1964, I heave already read thet to your 


lordship, and I will not repeat it. 

* it has already been pointed out that the in- 

portation of rayon and cotton piece geocds into 

Canada whieh has taken plece since the Ist of 
: January, 1936, is not only substantial but incredse 
ing in volume and in variety.” 
; | Now, my lord, I have given your lordship the figures ot 
| rayons and I have the figures here on cotton piece 
95 goods which 1 should like to give to your lordship. 
| THE COMMISSIONER: They are not in the brief now | 
| MR. KELLOCK: No, my lords With regard to | 
4] | cotton piece goods in 1954 the imports were 53, 406 
| pounds, im 1935 34,847 pounds and in 1936 144,269 poun “,\. 


» and cotton manufactured goods other than piece goods, 
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hae  — camaro 
| in 1935 the figure was 24,438 -< 
THE COMMISSIONER: What year? 
MR.» KELLOCK: In 1935, my lord, 24,437 pounds, 
and in 1956 176,752 pounds, Those figures are fron 
5 Trade of Canada, 
“MR, MGRUER: One hundred and what? 
MR. KELLOCK: 176,752, 
“MRe MORUER; Trade of Canada? 
MAR. KELLOCK: Yess 
10 MR. MoRUER: Into the United States? 
MRS KELLOCK: No, this is into Caneda; these 
are imports into Canada. It am speaking about those 
figures. The second sentence in peragraph 77, my 
lord <= 
. "Even although these facts ean be ignored and ilt 
be argued that the volume of imports is still 
relatively small compared to the available 
Canadian market, 1% must be borne in mind, it 
* $@ submitted, that these imports ere but the 
4 opening wedges Where these goods have cone 
in other goods must inevitebly follow in ever 
increasing quantities as this new channel of 
- trade is opened up and it is the weight of 
95 the evidence Vetens the Commission which 
establishes beyond question that the Japanese 


exporter can produce and ship goeds of a 


in Canada at prices with which the Cenadian 


quality which can compete with anything produced 
30 | manufacturer cannot canpete and that what has 
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)"=° & percentage there, -~ 


and the currency dumping duty on the basis of 39,5 anda 


from the ordinary current rate of exchanges 


“taken place in other countries wili undoubtedly | — 
take place in Canada, 

it is further to be remembered that o furthe 
acceleration of imports will be facilitated in 
1957 by reason of the lowering of the proclaineéa 
value ef the yen from S957 to 35¢,. This change 
will = Canadian duties on Japanese goods about 
20% lower,” 
MRe MeRUER: That cannot be trues 
MRa KELLOCK: And next year <= 


THE COMMISSIONER: About thé yen; you are civing 


MR. HOCPER:; I worked that out to 1lph. 
THE COMMISSIONER: What ao you say there? You 
say the yen now is going to be valued at 35 cents? 


MR, KELLOCK; If one computes the ordinary duties 


on the basis of 35 cents the difference in the total 
duties is ebout 204, I have set out the two exhibits 
868 and 898, for comparative purposes, Next year -- 
THE COMMI SSIONER: Oh yes, between the two totals 
WR. KELLOCK; Yes, my lord, between the two to tals. 
Next year the proclaimed value of the yen, if the yen 


Steys around 28 or 29, is not going to be far away 


" The imports to date have already had actual 
harmful effeets on domestic menufecturers, In 
the early part of the year ".. 


THA CQMISSIONER: Well, that isa statement noOWe 
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MR, KELLOCK: I am going on to support it, my lord. 


"In the early part of the year™-- it oucht to be 
in the form of a submission but I am @0ing to discuss 
the evidence <= 

"In the early part of the year the first imports 

of Japanese rayons which made ‘hii esti evident 

were the cheaper crades of taffetas. It was 
strenuously contended throughout the cross-exan 
ination of various witnesses by counsel for the 
10 Comsission that these materials were of an infetior 
quality when canpared to the material which wags 
being produced by Canadian mills et a higher cost 
ef production than the Japanese laid dewn price 
Canada and that therefore imports of these cheat 
‘a taffetas could have no effect on Canadian milis 
The evidenge, however, is quite to the contrary 
The evidenes, in the first place, is that these 
cheap Japanese cloths were sufficiently suitabi¢ 
tor certain purposes, the demand in connection 
-s with which was formerly filled by Canadian cloth". 
There were several witnesses who gave evidence about thd 

and I have set them out there, 
"The same result was produced by similar impor= 
| 3 tations into britains 

Even the importation of these cheaper taffeths 
| , | at the beginning of the year had a very disturb 
| | ing effeet on buying by the Canedian trade. It 

is quite easy to see from the circular sent 
30 |] out by 4. B, Fisher & Company in Jamary, 1936 


(Exhibit 148) that this concern looked for a 
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they leased new premises even though they had to con- 


tinue paying rent on their old premises, 


10 


15 


20 


evidenee there. There were several witnesses who pay 


evidence as to thate 


ing at 55 hours throughout the year and that woul 


16604 


“large business in fabries imported fron Japan", 


"The evidence as to the butidines up of consisnmeht 
stocks in Canada by this concern shows that it i 
prepared to develop this business to the linit, 
The. evidence as to the disturbance influencing 
the holding off of orders by Conndian buyers is 


set out in the evidenee", and I refer to the 


"© It is also in evidenese that the MH. Brown Si 
Company Were precueine Prom 35 to 40 thou sand 
yards per month of these rayon taffetas in 1935 
while in 1956 their production has been Gut to 
approximately one-half, resulting in a réeduetion 
in employees from 55 to 14, This concern is 
Jobbing these Japanese taffetas now. Mr, Northe tt 
Says that the Japanese imports of cheap taffetas 
are displacing Canadian goods, 

#@cording to exhibit 879, the imports from Japan 
in the first nine months of 1936 were 250,750 
pounds ef rayon fabries which woula represent 
approximately three monthst production of rayon 
at the Sherbrooke mill of the Dominion Textile 
Company Limited, or pit another way it will 


represént the production of an 180 loom mili work 


employ about 100 employees,” 
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herself does not give effect to in desling with 


@xeeed Japanese purehases. Further, the argumer 


16605. 
THE COMMISSIONER: 355 hours per weeke 


MR. KELLOCK; Yes, my lord, per week, 


"Moreover it should be noted that whereas imports 
from Japan of rayons and mixtures have increased 
625% in 1936 over 1935 Conadian mills salea of 
rayons increased only 2$% in 1956 over 1955." 
MR. digRULR; They ere two different basic figured. 
MR. KELLOCK: Then, as. to the balance of trade, 
"It has been argued that the situation with regdra 
to the balance of trade between Canada and Japan 
being unfavourable tc Japan on the basis of value 
in dollars was a situation which entitled Japan 
to ssk for redress in order that there should be 


more or less of en even balance of trade, I+ is 


submitted that this argument is one whieh Japan 
countries where Japanese exports to such countries 


ignores the entirely different level in monetar 
value of exports. in the case of a country sueh ¢ 
Camada as compared to the monetary level of 
exports by Japan. Having regard to the evidence 
before the Commission as to the greatiy lower 

jevel ef dapanese selling prices, it would be 

interesting te value the. Japanese exports to Caieda 
en the basis o? the selling prices of similer 
g0eds produced in Canada, and then to compere 


this result with the value of Canadian exports to 


Japen.” 


olann 109 Ssned, 22, aORReNGO: EE ea, | 

| 7 sZeew Tog eink won gue, PP carne ame.) am pet | oi. 
brogut eactedw jadi betes e¢ bLvete 2k seveesel® s:5\* | 
‘ : | eesotont svad soxwdxtm dae aagyet 40 saqst wott | 
| te eelae gills seibem.) 6@L seve sek at Rese | 1 a 
|. MeRaes qove ac@L nt RES yiae bossetenh angyet i it A 
— sBetuget olaed smezeTiih owt ete yedl Mito «ME | aa : 
| ebbext, 20 sonaied otf of ae, cued +A9um wm i 
Sirheox dviw nodtuart ta edt fads heupis need aad +5" 
| neqah brs ahensl seewled ebewt Io eonslad eft ot: 


i elev to ainsd edé ao nega’ of eldszuevetay gated ~ 

ig | Baga’ helt iiuqg doidw iat evtic & aaw eustlob ar 

bs Mucosa ores? tedt-xeive at-sacnbet sot dee of 

7 tat. ehert, to eonaled asve sete esol 40 stom 
nagel dpity eno af Sromgue etd? tedt bett indes 
dtin gatleod ated toate evig ton seed. cleaned. 


 aaktiawes dove ot sireqxe geemgel evedw eenhmsoo 

| fpedenom a2 Lovet sagso2 th yLonitne edt eeromgh: 
; dove yxtanoe 2 To enao odd a2 atieqgxe 3e ewlev 

4 Re Loved Uetouow 94? of Dogeqmoe as ehansd 

i, tobive ad? of Siege. ‘Qullvall,.asqet ina eatin 

| two, uiteo%a. ott of ap moimadented ert exaod 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


2ONTO = CANADA 5 § 606 


THE COMMISSIONGR: Just pause a moment there; 


alright, 
i MR. KELLOCK: "It is submitted such a comparison 
would give a much truer picture of the balance o 
trade between the two countries tham the compari 

at present used. Purther, if the balance of tra 


between Canada and Japan for the fiseal year 193 


is examined in relation to the respective popula 
of the two countries 1t will be found thet every 
Canadian bought 80¢ worth of Japanese goods whil 
each Japanese bought only ll¢g worth of CGenadian 
goods", 

MR. MeRUER: What about China and India? 


MR, KELLOCK: Your lordship will recall thet tha 


| argument was put up by Japan in dealing with LEYP te 
I have just ead out a few moments ago what the 
beyptians said, thet they would not accept imports 
from Japan to the value of Japanese purchases of 
Egyptian raw cotton in view of the entirely different 

ay level of selling prices of the respective goods. It 
meant a much larger volume of Japanese imports to 
igypt than the sale of cotton by Beypt to Japan. 

" There is a fuPther consideration which the 
argument overlooks, namely that when the Canadi 


Government records are examined as to the histo 


during the approximately 40 years these relatio 
have been recorded, the balance of trade is sho 


| 

: 

| | of the balanee of trade between Canada and Japa 
30 to be an unfavourable balance so far as Japan & 
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-"eoncerned only in the later years. Woreover the 
recorded figures of imports from Japan are direct 
imports only, and to them must be added Canadian 


purchases of Japanese raw silk in the United States", 


: iy friend agrees with that. 
MR. MeRUER; I don't agree with the statement abaut 
_the balance of trades 
| UR, KELLOCK; No, I em talking about adding the 
- |] imports. 
10 | 
MR. MeRUER: The last 20 years it has been very 
| exvensivety in favour of Japane 
THE COMMISSIONER; Where does Canada rank as an 
| | @xporting nation, fifth? 
15 | MR. KEELLOCK; That is my recollection, my lord. 
| The COMMISSIONER: Se you have only eleven milliqn 
| people ranking fifth as exporters in the world, | 
MR. MeRUER: You ought to do it on a per capita 
basise | 
20 THE COMMISSIONER: The rest of the world might 
object, 


MR. KXLLOCK: Perhaps this might be used against 
us some times | 
THE COMMISSIONER: You are only going to take 
| 25 so much per heade 
ER. KELLOCK: It is only a measure, but it is 
one side of the pictures 

MR, MeRUER: It 1s like a self-contained econémi 
entity where we are going to eat our own wheat. 


~ MR, KELLOCE: Of course, your lordship will rece 
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a4 Boment Or so ago Comparing the. quota of imports Q: 


cotton piece goods into the United States on a per 
capita basis += | 

| THE COMMISSIONER: That is a very different thin * 
i was trying to get sane idea of the size of the magtket 
for consumption, and if 120,000,000 peopie import 
$o much then with 11,000,000 people you take a 
percentage of that, and get about such « figure. That 
has nothing to do with thigs 
se | MR, KELLOCK § quite; it is only one side. 
i Paragraph B56 

» _ tt is difficult to follow the legiec of the 

argument thet as between any two countries there 
snould exist an even balance of trade. it does 


15 not exist between two countries in such e¢lose 


proximity as the United States and Canada and at 


the moment, there is no strong effort in Gither 

country te bring about a parity. There may exis 

an unfavourable balance of trade as between two 
20 coun tries Whieh may well be compensated by a 
favourable balance of trade between the one 
Country unfavourably affected and a third. coun 


it has been the attempt on the part of so many 


countries to create bilateralism between each 


R 


country and every other country with which it’ trahes 
that has caused. such widespread disturbance in 
world trade in reeent years to the prejudice of + e 
world as a whole. 


. Japan herself does not recognize the force of the 
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“bilateral argument, in her deslings with countri 
other than Canada, in cases where her balance of 

trade with such countries is favourable to Japan. 
it is well known thet where any eountry has a | 
a aa _, favourable balance of trade with Japan it is due t¢ 
the. fast that.a large preportion of such country's 


exports.to Japan consists of raw materiels which 


Japan requires... Taking Canada, for instanee, the 


exports to Japan during the fiseal year 1935 were 


10 94,146,639, in menufectured goods and 912,789,250 
| worth of raw materials and partielly manufectured 
produats. . It is most. unlikely that Japan would 
have purchased these raw materials from Canada 

had she been able to. purchase them more advantage 


15 | | 
| | ously in any other market of the world or to produpe 


| them herself," 
Jin connection with Japanese wheat purchases, exhibit 
666 has the following -+ 
THE COMATSSTONER:. that is that in? 
a MR. KELLOCK: That, my lon, is the Oriental 
conomi ste 
"* . For some time previously, the United State 
end Canada were the chief sources of the Japanesb 


wheat Supply, but since about five years ago 


i patronage was shifted to Austrelia because of 


SR. MGRUER: Tt doesn't say that in the books 


.. MRy KELLOCK: It does say that in the book.» I an: 


| { cost considerations, this tendency '*-- 
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MR. MGRUUR: This is quoted? 


WR, KELLOCK: Yes. My friend uses this exhibit 
at page @ of his brief, and gives the figures, but no 
this paragraph which follows the ficures my ffiend 
gives there, 

"this tendency towerd ever crenter wheat 

imports from Australia subsided after 193535, 

in connection with a ereater domestic produetio 

of wheat on a five-year program of acreage 
- expansion. The successful exeention of this 
project has meade cur country virtually independ 
ent of outside surplies as far as domestic need) 
for flomr making sare concerned. Japan therefo 
‘i is now importing wheat for the specific purpo 

of turning it into flour for export purposes 
only”. 
“ug COMMISSIONER: Of course, that is perfectly 
true; the person who is de tey the buying will buy in % 
* cheapest market, other things being equal, but the 
governments do not do the buying, Phd: hovering 
by handling their tariffs and quot measures and so on 
make the foreign artiele cheaper or dearer to the 
purchaser at home, and they direet in that way where 
25 he is to do his buyingse | 
WR. KELLOCK: Yes, 
TH COMMISSIONER: You say the Japanese purchas 
somé raw materials in Canada because they are cheaper 


| there, They would buy them Some place else if they 


were cheaper theré. These who are buying ere not 
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the Japanese Government ; they are the Japanese people 
but in this ease the Japanese Government by putting 
up its tariff and putting it down again can make it 
so the £ goods will be cheaper to the Japanese consumbr 
or dearer, | 
MR, MeRUER; That is the way the exchange is 
established. — 
| | ‘THE COMMISSIONER: I¢ is no argument to say the 
Japanesé are buying from us beestuse our goods are 
cheaper. ve are only burying from them because thei 
goods are cheaper. Thet is what you are afraid of; 
their rayon is going to be cheaper than yours, but 
government action acts indirectly in making goods 
dearer, I don't see it is eny areument that we 
must not thank the Japanese for buying pulp from us, 
They would buy it elsewhere if they could get it 
cheaper. Of course they would, 
MR. KELLOCK: If we are talking sbout surcheses 
from Japan -= 
~ ‘THE COMMISSIONER: The question is oucht our 
government to act so that the Japanese government 
will in turn make Canadian products so dear to the 
Japenese consumer they won't buy them? 
MR. KELLOCK: Yes, but that is looking at it from 
the standpoint of Japan buying our raw materials. 
THE COMMISSIONER: That is’ what you are talking 
of. You say they only buy their raw m terials here 
because they are cheaper here, 
MRy KEILOCK: Yes» 


THE COMMISSIONER: Now, those who are doing the 


Jatqose sepregsl ett exe yodt { teamtevod oxenegs 
| gmttton ve de sourze v02 ocomngsh edt ezeo ‘elds ort ted 
#4 octam gee aliens KFob oh, pte arity: baie Vitwed agit qu 

; ifm roe eecreqey eft of seqasde ed (Lbs shoog & oft os 
ane _» S3etaeh, Xo 
al sgssioxs edt yaw odd af tedt at rr 

.- ee oo ee ee bitte: 0 ee abodelidetes 
ed? yes of dapmugie om et gi :MUMOIESL MMOD ae 


Oe ne Ne Na re Ae a? es ae wn Set 


Ay lO mr week sv = 28 Arte att 
~ yay se SS ats 
‘ 


i o%s aboog 180 eauacad an mort aabyud Ste eporagqel 
telt anensed medt most gatyd yleo ors ef  reqnedo 
jie bieve one voy tedw et fed?  .xegasdo ers eboog 
tud .exsoy mets ceqeedo ed of gutag af woyer xtedt 
esoog pihias at ylteartinl estes solfiea énenurrevog 

|. tedt tuemeges yao et tt cen tah I ,tetsed 
aH most give gatyed 10k exenegel, edt xaad? tom taum 
ti tem Siyoo yatt 1i etedweels ti yd Siwew yodT 


a > er eee AST SF: 
sk 


phivon yalt sexu09, 20 .zoquoto | 

eeentiouyg ¢u0ds gubiled ets gw tt 1 HOO.LED oaM, | ip 

eo Beqes mer, | 

THO tdguo at moka gene od. ; RHMOTIELMAOO ae ~/_ 

treat ovon oaenaqal adit stadt oe toa ot ecient: i 

ont of yaek oa atouhorg methane) elem aged 9h tite | 

Muod? yd t*aow Yost toguRsos lial | 

|moxt i te onblool et tut ted geet sO EE ba 7 

| ,aLebied om wex two eau? nagst Yo tetocbante edt 

| gaiilet ers soy tadw ed feet DOR Oe 
ered afaitet am vst rhedt. bi tae Ft oe oe 


a 
7 
ms a. ‘ hs 
- nM Oe Ai Le va a 
~~ Li ae - —- - 
ay oe gh < ti oe ae 2 
. } ; 
o * Pte * ‘ } 
= ; eae a ae ’ i > 
i 7 fs YY j : 
‘ © ae, |! j us? ft é 
“ 7 “a rE ios 
5 
é 4 * v ‘ . y { 
- 4 . 7 se, sc =)» 2 


-ROBT. BRYDIE 
_ CHARTERED STENOGRAPHIC 
_ REPORTER 


CANADA 16612 


buying are not the Japanese government -~ 
MR. KELLOCK: They are the citizens. 


THE COMMISSIONER: The citizens; they buy here 


because their government arranged its tariff and 
treaty measures so that Canadian goods are cheaper % 
than they are from any place else. if they put up 
barriers against us and excluded our goods of course 
consumer over there would go some place else, 

HR. KELLOCK; if we consider wheat, though, in 
order to make the Canadian price attractive to the 
Japanese purchaser in Japan there would have to be 
some kind of an obstacle in the way of imports of 
australian wheat into Japate 

THE COMMISSIONER: If, for instance, the Japane 
governnent put up a very high tariff against Australjan 
wheat, well, the Japanese would heave to look elsewher 

MR, KELLOCK; Be ferced here. 

_ THE, Cos 


MISSDONSR: Thet is a natural law of 
economics. You buy in the cheapest market. 4Sebody 
is going to pay any dearer just for the pleasure 

of buying in that market, 

MR. M@RUER; But if they seil in this market 
there will be an exehange here in the purchase of wheat, 
and then they will be able to purchase wheat more 
advantageously because of having bills of exchange 
here with which to purchase its | 

Mi» KELLOCK; That is a yery very indirect effept 
thoughs | ae | 
THE COMMISS ONER; All that has some effect. 


ere 3 oqsedo ox shoos asibsned ) tat on pecunane, xtaetd a 

qv ug, yodt 11 »onte porta wie. maxt exe Yeds xady =. 
an | | SE LUeD te eheog tye beduloxe bas as tum ings atots : 
‘ este; vente aneiy omen cp bivum ered? xovo xamuestoo 
2 


ni ,fguedt ,teedy teblenoe ow TW ;2OODIER AM 
ad of oved tivew otodd meget at sesedotag seemeqeh | 
to atuequl to yowedg af aloetado me to hail esos — 
sie. ati _ stage’ eta! teedw mellextana | 
ennqat edt ~eocntatt -cot.<Tk :amMOLR OOO SET... 
ee tesisns Vitae? mis yrev 6s qu set senieneis 4 
| edweale weoL of eyed binow esenaget oft ,fied shins ie 
pexed beoexot of sH00LTER . | 
Semel Lerten 2 ak tad? ,muObecIUMeD a 
| goede! .twlcem gaeqeede edt at yd vol. a0 tmocote | | 
wumcelg aff 10l Jas tovaeh yao you oF patos ef 
Soper ree epmeges of) gteainen tedt at gated 2 
| spectsom tht ab Leese 2k ta AMBRE Ms. , 
ate dw to eanadoreg, iach eiamami ae | 
| .-sugm taode saatorg ot olde ed thin yest medt Sue | 
| soma Yo aK anna 80a Lapantncte ‘ 
Ps ssa ave | eth qpsdgumg of donde détw oxed | 
etn OT. ae badd a aie ae Be 


sz - ean Rie mR. a ra f Tl ae ale 


eine oad 


= 


a4 + 
oe < 


| 
wr i 
; a 
* 
>! “as 8 
; il 
4 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC ' 

REPORTER . stheie? 

| 16613 


HORT s — 
2NTO - ~— CANADA 


MR. KELLOCK; It requires more than that to 


overeome, though-- 


THE COMMISSIONER; The recent treaty made with 
Germany by Japan is based entirely on that, for instances 

WR, KELLOCK; Yes, but it takes more than that 
alone, my.lord, as your lordship points oute 

THK COMMISSIONER: I know, but it is no argument | 
‘that Japan is only buying from us because she eonnot 
get it cheaper any place else. 3 

MR. KELLOCK: All I am saying is this that the 

switeh of purchase from Canada to Australia has been 
.due.to the fact that in these years she was able to 
get it more advantageously from Australias 

_ THE COMMISSIONER: Absolutelye 

MR. MeRULR; That was my contention. 

THE COMMISSIONER: I was told in \innipeg by the ge 
interested in selling Canadian wheat and Canadian 
flour, that that is due to two or three things. In 
the first place, there is the proximity. In the 

second place there is the advantage in the exchange, 
the decline of the 4ustralian currency, and those ar 
the reasonse _ 

MR, KULLOCK: That is very clear from an exani- 
ination of exchange figures and I have that here; and 
then, paragraph 87 -=_ | 

". dn the ease of Australia where there was a 

large unfavourable balance of trade so far as | 

. Japan was concerned and where such unfavourable] 

balance of trade was due to the large purchases 


of wool which Japan required, this argument was 
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“put forward by Japan but was not given effect 
to by Australia, In fact the new duties and sys‘ 
of import licenses put inte effect in Australia 
in 1936 can have the effect only of further 
extending the unfavourable balance of trade so fa 
as Japan is coneerned.® 
THE COMMISSIONER: Again the question cones up 
there as to what change has taken place since. 
MR. MeRUER: The change that took place was 
| foundéd on this, what my friend says is not the basis 
now; the Australian people seid “here now, you have go 
to buy" » 
MR. KELLOCK: We are going to get that exact 
information, 


* It is safe to sgy that a serutiny of Japanes 
exports te the countries of the world would show 
that with the exception of countries from whom sile 
requires to purchase her raw msterials the 
balanee of trade is preponderantly in favour of 
Japan, This is shown by the evidence with rege 
to the large mumber of countries throughout the 
world whieh have had to enact restrictive measur 
sO far as Japanese imports are concerned. Until 
this situation arose in so many countries throug 
out the werld there was no suggestion on the 
part of Japan thet there should be a parity in 
the balanee of trade between Japan and these 
respective countries, It Was only when agitati 


‘arose in various countries to enset such restric 
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a | “ive measures that Japan advanced the argument 
that there should be bilateralism in mst ters of 
trade between Japan and countries from whom she 
purchased raw materials. Taking one exariple, 
5 Exhibit 566 shows that the arcument was put 
forward by Japan in suggesting there should be a 
equality in monetary value as between purchases 
of Egyptian cotton by Japan and exports of Japanese 
products to Egypt". | 
ic} 10 | I have already referred to that. Then, the surtax-- 
| *" It is in evidence that the Governnent of Japa 
in contravention of article VII of the Treaty 
» ef Commerce and Navigation between the United 
Kingdom and Japan to which Canada acceded on May 
= iL, 1913, placed a surtax of 50% against exports 
from Canada of several lines of Canadian goods." 
THE COMMISSIONER: Well, as usual in eases of 
these wars and other kinds of wars they say we began. 
MR. ERLLOCK: Haw? 
2 fs THE COMMISSIONER: By treating their currency 
unfairly; they said that, didn't they? 
MR.KELLOCK; They were complaining about the 
currency situation for one thing, but, my lord, they 
ss had no right to break a solemn international treaty. 
THE COMMISSIONER: I say they say we broke it 
by taxing them on account of their falling eurrency. 
It. is the old storys When two parties are together 
and the — falls apart each party blames the 


7) 30 || other for breaking it, and the Japenese blame use 
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MR.KELLOCK:; What is the foundation for the 
Japanese bleming us? 

THE COMMISSIONER; I am not deciding the point, 
but you are assuming there they broke the treaty. 
They dontt admit ‘that; they say we broke it. They sa 
we broke it by putting on this currency dumping duty. 

“Re FELLOCOK: By putting on the currency dumping 
duty? 

THE COMMISSIONER: Yes, on their yen, 

MR. MeRDER: The special valuation of the yene 
ve would net let their goods come in, 

UR, KELLOCK: I eoula have to examine the treaty 
before I could argue, 

THE COMMISSIONER: I say you are passing judemen 
without examining the treaty. You ere saying they 
violated the treaty. i say they say we violeted 
the treaty. 

MR, KELLOCK: My lord, my understanding is, and 
I may be wrong -- your lordship may have a view on it | 

- THE COMMISSIONER: I have no view, but 1 know wha 
they are sayings 

MR. KELLOCK: My understanding 1s that ch rge 
is baseless, that our Order in Couneil -- or our 
Statute which authorized in the ease of countries 
which hed depreciated curreney a curreney dumping 
duty, and the Or‘er in Council against Japan specific 
ally, thet was not any breach of that treaty. 

THE COMMISSIONER: Maybe it was not, but I am 
saying the Japanese say it was, and that they were 


then free to go and do what they did, put on this 
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im ) ae surtex. | 

MR. KELLOCK: That is my understanding, my lord, 
and unless there is anything in that charge then what 
they aia was a direct breach of that treaty. 

“This surtax became effective on July 20, 1935, 
"This breach of the treaty was ehiefly due to 
Japanese dissatisfaction panitdn Yast y with the 
operation of Canadian depreciated eurrenecy 
iegislation but it is to be noted thet the 
operation of the eenints dumping duty by reaso 

|| of the proclaimed value of the yen being higher 
than the current exchange value was not dis- 
criminatory as against Japan but applied to 
| ali countries whose currencies were substant= 
| lally depreciated, 
18 On the same date, July 20, Canada reduced 
| the proclaimed value of the yen from 49,85¢ 
| to 41,51¢ and on July 22nd"-- operative 4ugust 
| Sth -- "imposed the surtax of 33-1/2% in imports from 
| Japen of goods produced in Japan. This 


@ ” situation existed until the coming into effect 


of ixhibit 401 on the lst of January, 1936. 
The imposition of this surtax"-« 
‘ THE COMMISSIONER: Pardon me; can anybody tell 
‘we the reason why the Government of Canada reduced 
_ the proclaimed value of the yen on that occasion from 
“49485 to 41651? — It would appear to be a concession. 
| MR. KELLOCK: Yes, it WAS | 
MR. HOOPER: In July, 1935 -- that was the first | 
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THE COMMISSICNER: What is that? 
MR. HOOPER: ‘The Government -- efter negotiating 


with the Japanese Government or the legation, the 


Government had offered this rate. 


THE COMMISSIONER: Well, they did ite 

MR. HOOPER: They did it. 

THE COMMISSTONER: As a concession to Japan as 
part satisfaction of the jatetatns Japan was mekinge 

MR. MeRUER: Just in this regard, the article 
of the treaty which my rriena complains thet the 
Japanese Government broke -- 

MR. KELLOCK: aytiele seven? 

MR. MeRUER: Article seven reads as follows; 

" Articles, the produce or manufacture of the 
territories of one High Contracting Party, upen 
importation into the territories of the other, 
from whetever place arriving, shall enjoy the 
lowest rates of customs duty appliceble to similsr 
articles of any other foreien origin. 

No prohibition or restriction shall be main- 
tained or imposed on the importation of any 

| article, the reduce or manufacture of the 
ter ‘riteries of either of the Hig) Com sie ti nel 
parties, into the territories of the other, fr 
whatever place arriving, which shall not equall 

" extethd to the importation of the like articles, 
being the produce or manufacture of any other 
foreign country. This provision is not applicale 
“to the sanitary or other Sealed tt end occasion 


by the necessity of securing the safety of 
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=) | "persons, or os cattle, or of plants useful to 
| agriculture." ns | 
Evidently, what the Japanese maintained was this 
artificial valuation on the currency was a prohibition 


s lor restrictiong that was not placed on other countries- 


MR. KELLOCK: Of course, that was not correct. 
THE COMMISSIONER: Yhether it is right or wrong, 
itis not a one sided question. There are two sides 
| to it.. Anyhow, Canada attempted to meet them part 
10 way by reducing the value of the yen from 49485 to 
4.51, and apparently that didn’t have any effect, 
MR KELLOCK: No, the 50% Japanese sirtax went 
}on, and Canada put.on their surtax of 55-1/5%. 
| THe COMMISSIONER: Then we put on the surtax 
» of 335-1/3%, but did we put back the value of the yen 
| to 49,857 
MR, KALLOCK: Nog 
MRs HOOPLR: It was reduced to 59e5. 
THE COMMISSIONER: Immediately? 
MR. HOOPER: Noe asia | | 
Tis COMMISSIONER: Iam talking of the events 
| of the summer of 1955¢ 
MR. HOOPLE: They wan ted more then the value of 
the yen reduced, 
THE. COMMISSIONER: I. know; 1 am not saying that. 
They must have because the step taken did not placate 
them and then, Caneda. imposed. the surtax of 33-1/Sh- 
I am just saying did Canada leave the yen at 41.517 
, 30 MR, Ki LLOCK: Yes, my lords I say -- 
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Bs. me "This situation existed until the coming into 
effect of Exhibit 401 on the ist of Jamary, 1936 
The imposition of this surtax by the Canadian 
government was not unique in Canadian tariff. 
histery as surtax provisions provided by section 
7 of the Customs Tariff act had been invoked by 
previous governments in like cireunstances azainst 
other countries, notably in the case of Germany 
in the year 1903, 

The members of the Silk Association were 
Raturally prejudiced by the imposition of the 
surtax on Japenese seods by reason of the fact 


that dt applied te Jepanese raw silk—< 


THe COMMISSIONER: That is where it pinched, 
MR. KELLOCK: Yes, but we didn't squirm, my lord 
-MRe MCRUER; They squirmed hard enough. 


MR. KELLOCK: We took it. i am just goine to 


deal with thats 
Bie and the Association first of all took steps 
ef 6 to secure from the Gevernment the exact deteils - 
of the method of application of the surtazx", 
That is the first thinge 
"When these were clear the Association did suecegs- 
os | fully represent to theGovernment that the 

operation of the surtax should be extended to 
cover as fer as pessible products manufactured 

from Japenese raw materials in other countries 

and exported to Canada. The Association"-« 
> 30 | TEE CONMISSIGNER: Foren mé a moment; let me se 


how you put that theres. That is a very nice way of 
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saying it. You successfully represented. I was not 
sure whether you were saying what happened. I undere 
stand nNoW. 

MR. KELLOCK: That it shoulé not be applied only 

5 or confined te direct imports, 
THE COMMISSIONER: Your request was acesded to, 
MR. KELLOCK; Yes, my lord, 

THE COMMISSIONER: I mean to say, you tuck it 
away nicely in the little word "successfully". 

9 10 |] MR. KELLOCK: I don’t know what your lordship 
means by the word "nicely", 

THE COMMISSIONER: You did not say you 
represented; you say you suceessfully represented. 
That means a whole lote 

a MR. KELLOCK: We did not ask to have it teken 
off; we asked to have it extended, 

THE COMMISSIONER: And your request was granted. 

MR. KELLOCK; "The Association also successfully 

F n represented that entry should be admitted of 
goods on bona fide contracts already made", 
MRA. MORUER: Se you got it both ways, 
THE COMMISSIONER: That was for your own raw 
silke 
25 | MR. KELLOCK : Yes, my lord, and helped anybody 
who was importing fabrice 
"At no time did the Association represent to the 
government thst the surtex should be removed 
in spite of the serious position in which the 
> eo | silk mills were placed by reason of the sudden 


increase in the cost of their principal raw 
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"material, because the surtax on raw silk being 
the chief weapon the Cenadian Government had 
against Japan it was not felt fair that the 
Government should be deprived of this weapon 
whieh it could use in the interests of those 
Canadian exporters who had lost the Japanese 
market by reason of the Japanese surtax on their 
products.” 
MR. MeRUER: That is not consistent with the 
> 10 evidences 
MA. KELLOCK; That is the exact evidence, 

MR. MeRUER; The letter from Mr. Halle sets 1% 
out and the letter from Mr. MeDougall, 

Hin. KELLOCK: My friend will heve te argue that 
e when he comes to ite 

THs COMMISSIONER: I¢.is of ne importance, enyway 
We know what was done theres You are confessing 
your virtues. 

Lik. KELLOCK: My friend won't even iet me have thpt 
virtue, my lord, and I submit that is the evidence 
and I have set it oute. Then, with regard to Japane 6 
trade practices. 

"The breach of the Treaty by Japan*-- and I am 
5 Clinging to that, my lord --"in the imposition of the 

_, surtax"-= 

THE COMMISSIONER; Parden mej before you start 

thet. we will have a recesss 


v7 The Commission adjourned for a short recess. 


~~ On resumigge 
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mental incident and the other is an action on the part 


of the ¢itizens of the countrys 
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India put a limitation upon imports of piece goods f 


16623 
WR. KELLOCK: Paragraph 92, my lord. 
* fhe breach of the Treaty by Japan in the 
imposition of the surtax against imports from 
Ganada in 1935 is not without precedent on the 
part of Japan. With India limiting imports of 
picce goods from Japan (referred to in the 
evidence....)"-— and so on --"Japsnese manu= 


faecturers manufectured tfents’ particularly in 


artificisl silk goods for importation to India." 
THE COM*ISSIONSR: What is that? 

WAR. KELLOCK: I explain that, my lorie 

‘¥oents are subject to a much lower rate of duty 
than picee goods and are not subject to the quota 
restrictions. A fent ought to be an atcident in 
the vrocess of manufacture, being an end of ime 
perfect goods, The evidence shows thet the 
Japanese cut up perfeet csoods ints fents in orde 
to be able to export into India at a lower rate af 
duty and free from the quota restric tions". 
MR. MCRUER: What evidence is there? 

ME. KELLOCK: That is in the evidences 
*Agpain, in the case of the Philippines, the Japanese 
4mbassador"-= 


WEE COMMISSIONER: That is not = breach of the 


wh. KELLOCK: No, quite right; one is a soverne 


T38 COMMISSIONER: It is to avoid the tariff. 
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Japan, and the Japanese exporters got around that by 
shipping in these,what you call,fentse 

UR, KELLOCK: Yes, and they got free from the 
quota and they got a lower rate of Gfye 
\ 5 THE COMMISSIONER: That is the exporters; there 
is nothing there about the breaking of a treaty 

MR. KELLOCK: quite right. . Breaking a treaty 
; is the action of a government. This is the action 


of the citizens of the country. 


it) 10 * Again, in the case of the Philippines, the 
Japanese Ambassador on llth Cetober, 1935 advise 


the Assistant-Secretary of State of the United 


States that for a period of two years, beginning 


August 1, 1935, the Japanese Association of 
Exporters of cotton piece goods to the Philippin 
Islands would voluntarily limit imports of 
Japanese piece goods into the Philivpine Islands 
to a figure not exceeding 45,000,000 square 
metres annuallye 

Exhibits 390 and 391 show what took place aft 
this agreement was entered into, the Japanese 

meking shipments through Hong Kong and from mill 
in China and Hong Kong owned by Japanese", 

95 and thus getting away from that restriction, 

* Exhibit 375 and the evidence reveals a simil 
story following the gentlemen's cremains announced 
by the Japanese Ambassador to the United States 
on December 21, 1935, Immediately thereafter, |. 


» 30 namely, in Januery 1936, imports of Japanese 
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"eloths increased to 6,813,256 square yards 4s 


compared with 2,491,525 square yards in December, 


| 

) 

. 1935. This resulted in the raising of the Americ 

tariff against these goods to the extent of 42% 

‘ | When one refers to Exhibit 126, which is 4 

memorandum prepared by Mr. Hooper of the duty paypble 

. on the cloth there described when imported from 

; | Japan. te Canada in March 1936, the selling price 

| to the purchaser in Caneda, that is, the invoice 

9 ae value, is 24¢ sor satis Referring to Exhibit 1 

which is the Bulletin of the 10th of Jamary, 1996, 


sent out by the Commissioner of Customs to the 


“ve 


Customs Appraisers, there is attached to that 
1s Bulletin a sample of a similar fabric as that in 
Exhibit 126 but which was imported during 1955-6 
Exhibit 142 says the value ‘certified tot was 
: epproximsetely 8 yen for a piece of SO yards. During 
1935 there was « fixed value on importations.of 
28 20 this fabric from Japan of $1.25 per pound. Thi 
would make it appear that between 1935 and Mare 
1936 the arive guoted for this fabrie fell from 
8 yen which, as Exhibit 142 shows, is equal to 


69,6¢ per pound to 24%, which shows either a 


TE a ee a Se > 


25 | remarkable fall in Japanese selling prices or + 
the Japanese exporter was dumping merchandise 1 


Canada in Mareh, 19366 it is not at all like 


eS SC Sl 


that there was any such difference in selling p 


_— 


in that period as is shown by the disparity be 


>. 30 a | 
s 24¢ and 6966¢+ The question may well be ask 
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"as to why at a time when there was a fixed valuation 


in effect the Japanese exporter would certify to 
a fair mrket value in Japan of 69.6¢ and a year 
later when there mat no fixed value certify to 

a fair market value of 25¢, It is submitted 
little reliance can be placed on certificates of 
the Japanese exporters as to the fair market 
Values of imports now coming into Caneda either 


on consignment or otherwise," 


And if one figures out the differenee in the currency 
dumping duty, as between these two invoice values in 
those two years, it all gets down to a difference in 
the currency duty which would be paid in each Case; 

in the case of the 70 cent value the currency dumping 
duty would be less than in the case of the 25 cent 

Value because in the case of the 25 cent value it was 
limited to 50%, That is 62¢¢. On the 70 cent fig 
the currency dumping duty would only be 55 cents, and 
my arithmetic is correct there would be a possbbility 
there of the Japanese exporter in 1935, at the time th 
fixed value was in effect, of getting more for his gcofs 
by invoicing them at a higher rate, and he got more i 
proportion than the customer, for those goods here, haf 
to pay. If there was not e real difference between th 
two years in the value as between the 70 cents and the 
aS Gents, the only reason I can see for putting a high 
value on in 1955, when it was a fixed value, was to feb a 
little more money by reason of the operation of the 


currency dumping duty. It did cost the purchaser befo 
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more but not as much more. 


(page 16625 follows) 
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Then, my lord, I have the information now fer 


the new Australian situation, 

THE COMMISSICNSR: Ghat page of your Factum is it lons 

MR. KELLOCK: Page £2, paragraph 56, This is 
the "The Textile veekly, January lst, 1937s" I eanno 
put it in because I just borrowed the CODY. 

THE COMMISSIONER: What are you quoting from? 

MR. KELLOCK: From the Textile weekly of Jan, 1,19 

THE C.MMISSIONER:.. That is our OWh paper? 

MR, KELLOCK; No, this is published in Manchester. 
it is on page 4, under the heading, "Australian-Japanege 
Trade Agreenent," 

"Satisfactien is expressed on all sides 
at the cotipletion of the seven months? 
negotiations between Austalia and Japan, 
resultiag in this week's new Trade 
Agreement? According to a Times cable 
from Melbourne the Agreeutn, which is to last 
18 months, provides for the import into 
Australia of 102,500,000 square yards 
of plece goods a year, equally divided 
between cotton and rayon, exelusive 
of calico for bagmaking, which will enter 
duty-free as heretofore end has 
averageé 17,000,000 yards over the last 


three years,* 
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The settlement is just based on a total import 

of about 120,000,000 yards of cotton and rayon, 
whieh was the import in 1934, compared with 

583,000,000 in 1935, “Japan, for her part, will 
issue permits for the import of 800,000 pales 

of Australian wool in the 18 months! period endin 
June 30th, 1938, or at the rate of 553,000 beles 
& year, compared’ with 514,000 in 1934 and 756,000 
in 1935, kach country immediately removes 
all special prohibitions against the others’ 
exports, and Japan also withdraws the super-dutie 
against certain Australian products, The new 
Australian duties are 4d. a yard on rayon piece 
goods, and 17d on unbleached, 13d unbleached, 

and 2d on printed, dyed, and coloured cotton piec 
goods, representing a substantial reduction 

of the emergency rates imposed on May 22nd, 1936, 


to presérve the British Preferences" 


THE COMMISSIONER: hat page do you go back to? 


MR. RELLOCE: I am going now to my friend's brief 
on this same subjects 
25 “THE COMMISSION@R: On what subject? 
‘MR. KELLOCK: ‘Trade with Japan, at page 6 of my 
friend's briefs I want to correct an error, if I 
may, o.. the previous page, which has already been 
eS eT at | 
, | a ee oe ee 
| THE COMMISSIONER: Page 5? 


MRe KELLOCK: Yes, my lord, 
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» My friend in the last paragraph says: 
"Heretofore, in valuing goods.sesee* 
And that “heretofore” is prior tothe lst ef January, 
1936, where the paze starts, at the tcp of the page, 
“Heretofore, in »-aluing goods imported into 


Canada from Japan, the yen was taken at a rate 


of exchange for duty purposes at 49,85 centses.. 
AS I just pointed out, that was 41.51 since the 20th o 
| @ 10 July. 
VR HOOPER: we corrected that. 
MR KELLOCK: And there is the same error on page 
1S near the top, the Sth line. 
AnG then if I may refer your lordship to peze 8, 
* MR. MeRUER: 49,85 was the srice before the 
negotiations started. 
MR. KELLOCK: At page 8, my lord, my friends 
sets out a comparative figure there as to 1930 -1935, 
» | 20 || fiscal years, "five years ended 1950, aud five years 
ended 1935," as to certain exports from Canada to 
| Japan, end I would like to give your lordship, if I me 
the physical volume there in addition to the monetary 
value, which my friend hes, because the physical 
volume shows that there was not nearly the chance 
that the dollar values Hiideween%, Take in the case 
of “lead in pigs," the volume in the first colume 


was $,516,322 hundredweight, and in the next period 


ad = the volume was 3,416,304 hundredweight. So that 
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| there is very little difference in quentity, 
| in the case of timber, in the first period there 
| was 511,747 thousand feet and in the second period 
311,224 thousand feet, 

Then in the case of woed pulpe-- 

‘MR. MeRUER: 9 Vheat about wheat? 

MRe KELLOCK: You have analysed wheat in your 
fable 1, theres 

MR. MeRUER: - Not, in the same ways 

TiS COMMESSIGNER: ..Sheat is put there in bushels? 

MRs KELLOCK: .,Im piculs., 

WR. McRUER:. Have not you got the unit of whest? 

ER. KELLGCK;..¥ou) heave. analysed it in your Table, 

MR. MeRUER: No, aot for the same eden. 

WR. ESLLOCK: -I have sot got it prior to 1929. 

MR. MeRUBR: . The five-year period, 1929 --- 

THE COMMISSIONER: Of course, wheat was a great 

deal dearer in the five-year peaiod of 1929 than it was 

after. 

MR. KELLOGE: In the case of good pulp, the first 
period 4,659,080 hundredweight and in the second peri 
4,860,915 hunted weight, Your lordship will see 

_that there was am actual inerease there, though the 
dollar value looks the other ways 
In the case of aine spelter, the first period, 
1,474,452 hundredweight and the second period | 
» hy402,499 hundredweight. 50 that in the result the 


| (was ce shrinkage on the wheat and timber but in the 
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> case of pulp there was an inerease,. in the case 
of lead and gine the figures are very mach the same, 
Now, my friend goes on on that page to set out a 
table on wheat imports into Japan from The Oriental 
5 Keonomist, which is Exhibit 665, and I have read to 
| your lordship the paragraph which gives the explanatio 
| from the Japanese Standpoint that that switeh from 
| Canada to Australia was due to price Considerati on, 
a | and with recera to the question of exchange which your 
» | lordship mentioned I heve here «a table of the value of 
| the Currencies ~ Canade and Japan and Australia, 
|} °S & percentage on their gold perity in 1929, and I 
A ave it for the years 1930 and 1955.6 I have taken 
5 At fren the Statistical Year Book of the League of 
|Nations at pages 235 to 238. Now, in 1930 the 
Canadian figure is 29,6, That i8 percentage of the 
g0ld parity in lgeg, 
a on THE. COMMISSIONER: That is, the Canadien dollisr 
. was worth 9948 cents. 
“Re. KELLOCK; Yes, my lord, Japan 9951 ana 
justralia ¥4e2y and there is not a Srsat deal of 
Ritference there, | In 1952 Canada was 9603, Japan 
ba, Australia, 72.2, in 1932 Canada was S8el, 
-&pen had slipped off to 06e4 4nd Australie had Slicped 


P= f tO S7 abe Now, that was the year in which the 


switch took place in wheat purchased from Canada to 


| > 30 pustralia, In 1933. Canade-was 73026 Japan had: 
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flipped off again to 40.4 and Austuralia, 54.2. 
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tn 1934, Canada was 6002. Japan was 35.6 and Australia 
i 49ele In 1935, Canada 59.b. Japan 34.2 and Austral 
| 47 ote So that the Japenese percentage kept closer 
I hipaa to Australia than to Canada throughout those 
\ years. 
THE COMMISSIONGR; You have not got 1956? 


MA, KELLOCK: I am told it is sot completed, my 


| lord, Taesn in the paragraph at the foot of the same 
| page my friend.says that: 

“During the first six months of 1935 the 
Japanese Government made representations to the 
Canadian Goverument for more equitable trade 
relations with Canada, the contention being 
that Japan was. buying more than twice as much 
from Canada asshe was selling to Canada,» 

Now, that may have been one element but the 
other element as already diseussed, was their 
dissatisfaction with the curreney legislation 
and they were also dissatisfied with the fixed 
valuations which were in effect at that time.” 

THE COMMISSIONER: I suppose they give those things 
| as xeason, for the falling off. 
MR. KELLOCK: i suppose but they are all linked 
togethere 
THE COMMISSIONER: These countries are always 
negotiating with one another more or less in this way | 


That is why they have trade legations and trade 
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commissioners - they wrt always reasons to give why 
they should get some concessions. 
MR. KELLOCK: Yes, they would not be able to sreue 
without that, | 
MR. MeRUER: Even my friend's siients—— 
MR. KELLOCK: Even my friend has to have argument, 
||| and I am going to have something to say about that laters. 
On page 10 in the second paragraph, my friend says, 
about the middle of. that sebend paragraph: 
"The effect of this or@er-in-council, 
was to make the importations of one products--~" 
THE COMMISSIONER: Where is that? 
MR. KELLOCK: On page 10, about the middle. What 
my friend Says in that paragraph is; 
"when the Japanese se Government imposed the surtax 
on these Canadian goods, the Canadian government 
retaliated with a 33 1/3%@ surtax on all goods 
| imported into Ranede of Japanese origin, This 
was made effective by order-in-#ounc!l, P.C. 2108, 
dated July 22nd, 1935, as of the Sth of August, 
1935." | 
Then comes where I commence tefore: 
"The effect of this Order in Council, was to make 
. the pian A of cubes weebusts into Canada 
practically prohibitive, and to cut off trade se.” 
THE COMMISSIONER: That is true» | | | 


UR. KELLOCK: Up to that point, 


a ager“ 


ieeet | 7 
Yie oly oF anoaset euinte pre war - - eoadtentanos | | 


> 


pentagibaane ‘ence ‘tos bluods. yeas | 
eunts oF efda ea toa : bien vest eer “100 ima . ae a 
| | ar tuoad te Og 
PBteniesense e'bue ia? e nevi halon s 


¢ AeoHZ Ta evan ‘ot set bastr’ vs aevi :XDOLTEE AM 


5 -- ) 
a} 
. , ‘. 
ee ee ee SS ee eeOe—t—“— 


teal tact Swede: "se ot sahtiume owed ot patos me I coal 
Layee baoktt yu igargeneg ‘baooes ents a of sued a 
(Age %gstaq epeint tas ‘te eibhta eis tuods | Ke 


Lisdusenhatebes ‘aint to footie our" 


-~adoubony scat to ‘enott asxoca! “ae extsas oF ‘asw 


‘¢deds et ‘etedy “prawoTRe TaD Kos | 


at i 
my sqorgozsg tsitt at eye puoi? ya 


= 


: 
tact wef Bia ost tyoda’ or sang ao OLA “fit | 21 a 


xed Ie ont canine i agmatev09 esonseet ead wedi 


4 


taomn roves ‘eal saat eds pre netbansd pore 20 | 


thens fia mo cubes ad we £ Atte ‘bev at Later 


ebior ) oatg tao ouciingat to nbisaso ata betnoaal 


wate 0.8 ,thoaod~a2—ro870 we ov itor ‘site eaw 
23 tiie BAY Soro bX 


Fouad to ase as ‘to an eee on vint peng! 


bs Oe Cet 
es a w5A Ss : mie 7 7: 


«ube! my 
=x wei Pre tf: fixe Sas SLE Sees / 
rexoled coments . I ex@cin eemoo coat | 
eo ae aes 


eien 6 ton ‘eEloaued al tebs0 aise Te doette oct” 
3 “oS By 
st orm aera eoonneah 0 aebtedrogut ons i 


| 2S eae tuhewes “es a 
pM eg Hl ne tu of besa . 


>. ao - £:75°4 


uh 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO - CANADA } 16632 
2 . *eeeceand to eut off trade in those Canadian 
products affected by the Japanese surtaxes.." 


Now, it is aot accurate - I mean I am merely quarrel- 


ling with my friend's lenguage in tacking on the whole 
thing to the Genadien Order in Council. whet had 
eut off the trade in Canadian pete wae with Japan 
was the dapeanese surteax which, of course, is quite 
obviouse 
ai a MR. MeRUER: I mever intended te say anything else. 
® MR. KELLOCK; No, I did not suppose you did, 
Then my friend says in the next paragraph: 
"The imposition of the surtsx by the Governme 
of Canada on.all Japanese preducts had a detriment 
“ effect on the Canadian silk Weavers and the manu- 
facturers of silk products.” 
And I have already discussed that. I think there is. 
an additional feature there that to some extent canadis 
» 20 mills were noi absolutely dependent upon Japanese raw 
| silk. There is evidence that, to some extent at 
least, they turned to Chinese raw silk at this time 
but what they were perhaps more worried about, or 
| perhaps as much worried about as the increased cost 
(of their raw silk was that that they feared a switeh 
on the part of the buying publie artificial silk. 
MR wehutes wales happened. 
MR. KELLOCK; Because artificial silk is in inecrea 
-.) _ © | ing competition with natural silk and by making natura 


silk more expensive that accelerated the trend towards 
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artificial silk and it would give a@ company like the 
Célanese Company an advantage over the pure silk milld, 
and that is also what they feared there. Wy frien 
sets out on that page, on the following pace, Mr,Hallam's 
letter, and on page ll, paragraph 5 of that letter 
just says that very thing: *The silk manufacturers 

are in intense competition with the manufscturer 

of artificial silk, and the surtax on raw silk 
ee would increase the cost of silk fabrics and upse 
# the balance between the two types of fabrics” 
Then in the next paragraph which my friend sets out 
the letter says; 3 

"Semi -manufactures, and manufactures 

f produced from Japanese mw siik in other countries 
than Japan, were not subject to the surtaxs, 
This put Canedian manufacturers at a disadvantage 
with foreign manufacturers¢" 
® 20 But es I pointed out in my Factum that was remedied — 
to a certain extent by making the surtax apply to 
goods with 50% Japanese content, no matter — what 
country imported, 


And in the second last paragraph on that page 


25 
my friend says: 
“Other views along this line are expressed in 
the letters contained in ixhibit No. 456. 
The matter Sea iow Bie repeatedly put before 
d’ the Government, as shown in the letter from Wr, 


Hallam to Mr. Marx dated July 3lst, 1935. 
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. 3 bi ve have put the question of 
Japanese raw silk before the Government by 
felephone, telegram and memorandum," 
mad att. X weat % say shine Sead te tk if my friend 
Suggests, as he did a moment age, that we were asking 
5 for the removal at the expense of Cannaton exporters 
of raw poe, le eet Japan, I aiffer very much with my 
learned friend on that. My submission is that we did 
not do anything of the kind, but your lordship said 
you were not interested in that controversye 
® ‘ re My friend goes on at the foot of page 1l: 
"The export trade with Japan was virtually sat a stanpd- 
stilless.” | 
Now, that is omiy true with regard to the seven million 
15 iidollars of Canadian trade affected by the surtax. 
Wy friend says himself at the top of page 1c of his 
brief: | | 
"The icon of Canadian precucts of the character 
a affected ber tae surtax amounted in value to 
ba $7,000,000 in 19342" 
And the first sentence: 
"Canedian sereiaaivs exsorted to Japan not 
affected by the peat amounted in wind te 
$9,462,4476 in the year 1934." 
THE COMMISSIONGR: Did the Japanese surtax apply only . ) 
to certein products? 
MR. KELLOCK: Yes, my lord, | My frienc sets it out | 


THK COMMISSIONER: What class cf products were 


not affected? 
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oe > REELOCK: I know better the ones that were 


affected, such as pulp--- 


WRs MeRUER: On page 9 the ones --- 


MR. KELLOCK: “My friend on page 9, et the foot of 


the page, hes wheat, wheat: flour,--- 


~ ere COMMIT SSTONWR? Yes, I remember that. 


uk. KELLOCK: ' Theat is- about helf in value of the 


exports of Canada. 


Pe COMMIGSIONUR: Yes, I recollect. 


MR. KRLLOCK: “Sne if your lordship wants further 


reference it is in Bxhibit 506, and page 15 in the 


second paragraph which starts on that page my friend 
says “that; ~ 
"By reason of the treaty negotiated with the 
United States of America which became effective 
on the ist of January, 1936, minimum valuations 
for duty purposes fixed under Section 43 of the 
Customs Act on certain textilegoeds imported 
- into canada were no longer effeetive against 
““genpa Countries having the benefit of the Most 
Pavoured Nation Treaty, Thais removed the fixed 
‘valuation on artificial silk fabries of $125 4 


“pound when imported from Japanie” 


“wy only Comment there was thet not only did that come 


about by reason of the treaty with the United states 
put by reason of the direct treaty with Japan itself, 
in Exhibit 401. 
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» which shows --- 
THE COMMISSION:R: What date? 
MR. KELLOCK: 27th December, 1935, 
MR. HOOPER: Phat is in the evidence. 
MR. KELLOCK; It refers to the fixed valuation 
under Section 43 which were removed by — of the 


treaty with the United Gtates, and appraisers 


list of articles with respect to which fixed valusticn 


| 

| 

Bulletin, No. 4462, of the same date, has an acditio 

10 


under Section <5 were removed by reason of the Japanes 
Treatye So that when you mention one you have not 
exhausted the whole thing, There were certain 
Valuations removed under the one and eertain under the 
15 
other. 
MR. MecRUER: Yes, but the $1.25 a pound was under 
the American. 
MR, KELLOCK; That is correct., and it was also 
» 20 || particularly provided for in the Treaty sa Se 
exhibit 401, which is the letter of the Prine Minister 
to the Honourable Mr. Kato. 
Then, my lord, I Yast want te refer your lordship 
toa statement of my friend on page 14 of his Brief, 
a in the last paragraph, the last sentence, where uy 
friend says; 
“.serceshOtwithstanding the fact that rayon fabrics 
sell at a higher price in the United States 
i) 30 or America than in Canadas se." 


i think that is important. My friend lays so much 
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| Guties we may have affecting rayon fabrics, the price 


to the coasumer in the United States is higher than 


to the consumer in Canada, 


SiR. MeRUGR; Yes, but there is a different scale 


of wages and hours of labour over there. 


“Re KELLOCK: jell, I cannot deal with them all. 


| ‘Thet is a fact, I will déal with later on. My 


| friend in the same peregraph says that; 


"Exhibit No. S25 shows the importations of 
reyon fabrics into the United States of America 


from Japan for the years 1932 to 1956," 


Now, 1. just. want.to point out that so far. as that 


15 


Exhibit covers. 1936 it is only for the first two 


| months of the year. Then at. page 17 my. friend refers 


to bxhibit 277 which contains these statements set 


out om this, page and the preceding page, and my 


7") 20 


| friend, refers to statement of Mr. Marx, that 


"due. to. the uncertainty of the Japanese textile 


| situation, Bis custaners were not placing their re- 


| quirements, especially the siaple industries sch 


| 48 the unaerwear wanufacturers," 


"e---the result of which was.the _ 
necessity ef shutting his mill down 
completely, as well as two other 
mills of which he was the ereatest user of 
their production, . This foreed out of 
employment between 1000 and 1400 people." 


Now, the evidence - and I went to refer your lordship 


to that for a moment, page 4409, commencing at line 18 
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my friend challenges the accuracy of that statement 
of tir, Marx, 

THE COMMISSIONER: Is aot it a fact - according to 


my recollection Mr. Marx said that the closing down 


; that he had done was in December, 
MR. KELLOCK: December 14th. 
MR. McRUEi: Before this action was taken. 
THE COMMISSIONER; For two days, 
10 MR. KELLOCK: No, ugtil the 16th of January, 
MR. MCRUER: Tyere is no evidenee of that, 
THE COMMISSIONER: My recollcetion is at Three 
Rivers, - 1 remember I was a little surprised to hear 
that he elesed for a few deys in December, 
9 MR. KELLOCK: My friend is right when he says 
| tnat the evidence does not cover January 18t%, but I 
[have taken it up with Mir. Marx, and his mill was 
| elosed from the 14th of December to the 18th of Janus 
20 | MR. MORUER: No, there wes no suggestion of that 
made when we examined Mr. Marx, 
THE COMMISSIONER: I am very _ surprised te 
hear you say that. 
« MR. KELLOCK: Mr. Berry checked it up with Mr.Mer 
THE COMMISSIONER: That is acw to mee 
MR. Me“uer: Said here closei two days. 
MR. KELLOCK: Who said that? 
MRe MecRUER: The Counsel, 
tas MR. KELLOCK: That is a statement by ur.ceotfrion 


THE COMMISSION ER: No, re Marx gave evidence 
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in Lovbeville. 
MR. KELLOCK: Yes, but he does not Say anything 
about it there. I have searched the evidence ané {1 
cannot find it, and the only thing my friend can refer4- 
THE COMMESSTONER: It may have been Mr, Pinatel 

| who said it, his manager there, 1 remember that, when | 

|| we came to find out what oceurred, it was ¢lose@ some 

| tine in December, It was ir. Plinatel gave thet evidedce. 


MR. MCRUER: Never any suggestion by workmen or | 


any other person that the mill was closed for «4 ont: . 
“TEE COMMISSTONER: Yes, that would be 4 month, 
A great many peovle employed, 1000 to 1400 
“Re KELLOCK: I will look it up, it is in this 
| volume. The reason I went to Mr. Marx was because 
| 1 coula not find it in Mr. Marx’evidenee and no recora 
|| but just remarks inter jected into the evidence by 
| Mr. Geoffrion, , 
UR. MeRUBRY Tt wes not Mr. Geéffrions “Thetis a 
mistake. It must have been Mr, Lanctot. 
| wR, KELLOCK: Mr. Berry says that he was there . 
MR. HERRY: This evidence was taken in Montreal, 
| that page you refer to, 
THE COMMISSTIOWER: Look up Mr. Pinatel's evidence 
and [ would be very much ‘surprised to learn that 
| that mill was @losed@ for a mouth, 
MR. KELLOCK: » My lord; I“will look it up tonight, 
~“s MR, MeRuer:°” we cand them about Japanese 


| ‘competition and Mr. Marx was very definite and said _ 
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ae that he did not experience any, 
| THE COMMISSIONER; You say you never found any 
evidence about it at all? | 

MR. KELLOCK: No, I said the evidence showed the 
mill was closed but I could not find in Mr. Marxt 
evidence where he gave the period, 

THE COMMISSIONER; I think if you look up Mr. 
Pinatel’s evidence you will find that. 
‘ae MR. KELLCCK; Very well, my lord, I will do that 
tonight. what I was coming tc was that myfriend 
challenges the accuracy of what Mr. Marx says in 
Exhibit 277, where my friend sets it out on page 17, 
and my friend does that by saying that the deliveries 
" of the associated Textiles were 200,000 yards in 
Jahuary and 400,000 yards in April, and he argues 
from thatthat Mr, Marx' statement is not correct. 

THE COMMISSIONER: Just a minute, I am becoming 
i> | 20 || tavolved - you are going on to Dominion Textile? 

MR, KELLOCK: No, it is Mr. Marx, Associated 
Textiles of Ganade, my lord. My friend argues that 
the statement which is attributed to Mr. Marx at the 
top of page 17 of his brief, where he says about clos- 

si ing down and blames it to some extent on the Japanese 
Textile situstion, my friend Says that is not right 
because in Jenuary the deliveries of the Associated 
Textiles were 200,000 yards, 400,000 yards in April. 


,) * 3° ittow,: what Mr. Marx says at pages 4409 to 4411, I hdve 


analysed his evidence, and I can read it if necessary, 
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he says that orders in January and February were not 
beingreceived, and the fact that deliveries were madd 
in January or February would have nothing to do with 
that fact because deliveries made in January or 
Februery or even on to April woulda certainly be of 
orders obtained prior to that and sonetimees prior to 
that. Mr. Marx was not complaining of his deliverie 


or saying that he closed his mill on account of the 


fact that his deliveries were off but he said that 

orders in January and February were not being received. 
Now, the United States Treaty which, as just 

discussed, affected the situation as between Japan and 

Causda, was made on the 15th of November, 1935 ond that 

provided for the removal of fixed valuation as between 

Japan and Canada, Now, that, therefore, was publishe 

on the 15th of November and when Mr. Marx closed his 

mill on the 14th of December the whole Japenese situ- 

ation was known to him, The fact that the impor- 

tation from Japan would &tart on the lst of January, 

and of course the Japanese would start to ship so 

that their importations would arrive here after 4th 

of January --- 

MR. MCRUER: The American froaty dia not provide 

for the removal of fixed valuations against Japan. 

the Japanése difficulty was not settled then. 

MRe KELLOCK; I thought we had just agreed as 

friend says in his brief --- 


MR. THE COMMISSIONER: I know but you are thinking) 
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anything done with the United States automatically 
applied to Japan. 

‘IR. KELLOCK; Yes, my lord, 

THE COMMISSIONER: How is it that the ganesion 


manufacturers who were alermed with whet was going on 


with Japan did not go to see the Government until 


January 14th? 
MR. KELLOCK: I don't know. 


BE COMMISSIONER; That is the facts 


MR. KELLCCE: The interview was the 14th of January. 
Tis COMMISSION R: They are prompt to act and they 


deserve commendation for that, but it was only on 


Jemary 14th that they went there. 
MRe KELLOCK: For the Government appointment, 
THE COMMIS JIONER ; That they had the meeting, 
4as not Mir. Marx one at the meeting? 
MR. KELLOCK: Yese 
» - THE COMMISSIONER: And Mr. Gordon? 
7 MRe KELLOCK: YesSe 
47HE COMMISSIONSR: Do you mean to tell me that the 
time they were at the meeting Mr. Marx had already 


closed his mill and closed for a montn? 


; MR. KELLOCK: Yes, on the 14th of December. 
MR. McRUER: Before treaty had been settled with tite 
: Japanese Goverament » 
| THE COMMISSION #R: Zmd still clesed on the 4 th 
| 30 of Januarys 


MR. KELLOCK: Still closed on the Mth of January 
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ee if my instructions are correct. 
THE COMMISSIONER: I am surprised st that. 


That may be right. 


MR. KELLOCK: So that you see, my lord, the order 
of events was this: On the 15th of November agreenen 
was Made with the United States which would provide 
for the removal of Mists fixed valuations against 
Japan as well on the lst of January ond --- 

10 THE COMMISSIONER: Yes, but is that's fact? 
What does the letter of the Prime Minister to the Jape 
ese Ambassador say? 

BR. KELLOCK: That is which letter? It is the 

r ereng letter I am referring to. 

THE COMMISSICNER: You see, the effect of what was 
done with the United States was’to zive the Japanese 
the same treatment in respect to Section 43.2 Now, 
let us look at the letter written by the Prime Ministe 

| 20 of canada to the Japanese Minister. It is here 
some place. 

MR. KELLOCK; Page 3 that is, my lord, 

THE COMMISSIONER: Now, does he deal with that 
Seetion 45 there? 

MR. KELLOCK: Yes, he’ does, This was on December 
26th, 1955, my lords 

THE COMMISSIONER: Yes, I know but it was long after 
the American --- 
e i MR. KELLOCK: Yes, paragraph 4 of that letter, 
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“page 4, 
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Tis COMMISSIONER: He deals with that wholly there 
as Subject between Japan as Caneda, He Goes not sg 
thet he has already done it by cient atti wito the 
United States. He says: | 

"The values established under authority of 

Section 43 of the Customs Act will be cancelled 

on January Ist, 1936, om an extetisives list of 

commodities," | 
I am - one with my friend with regard to what I am 
just miying with regard to the United States Treaty, 
My friend sets it out at page 13, second paragraph. 
He says; 
"By reason ef the treaty negotiated with the 
United States of America which became effective 
on the ist of January, 1956, minimum valuations 
for duty purposes fixed under Section 43 
of the Customs Act on certain textile goods 
imported into Canada were no longer effective 
against countries eS the benefit of 
Most Favoured Nation Treaty. This removed the 
fixed valuation on artificial silk fabrics of 
$1.25 a pound when imported from Japane" 

THE COMMISSIONER: Well, it may bes 

MR. KELLOCK: . So that they both cover the same 
ground, my lords 
| Ths COMMISS TON ER: Here, though, it is particule 


|quarrel with Japan, with eacicouhtry accusing the 
; x , 


jjother of breaking the treaty, and Japan first acted 
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by imposing surtax and then there was some concession 
attempted by Canade which was not accepted and then 
Canada retaliates by imposing a surtax and that state 
of affairs left them, it seems to me, up in the air 
until this letter was written, 

AiR. AELLOCK: Exeept this, my lord, that. the trea 
with the United States--- 

THE COMMISSIONSR: ‘The letter says; 
| » 10 we “Sirs 
I have the honour to inform.you that 

the Canadian Government , in accordance with 

its general polley respecting trade and 
a tariff matters, has decided to make the 

following modifications in its Customs 

regulations:;-*" 

WRe KELLOCK: Selly of ‘Gourse when they came to moke 
@ Girect treaty with Japan -+ 

7 20 ||... THR COMMISSZONGR: "The values established under 
authority of Section 43 of the Customs Act will be 
cancelledss.ss" looked there as if meant --- 

MR. KELLOCK: It simply covered the same ground 
which was already the result of the United States 
ireatys . 

THE COMMISSIONER: . Howeyer it came about, I am 
still. surprised to hear that at the time of this meet- 
ing of January Mth, which was the first time the 
a | 2 iudustry met the Government, that among them sitting 


there was Mr, Marx, and that he hed already elosed 
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his mill and thrown a thousand or fourteen hundred 
people out of employment, 
MR. KELLOCK: As early as 14th December. 
THE COMMISSIONER: And still cut on the 14th of 
January, according to you. That mey be the evidence 
but it is s surprise to me to hear that it is. 
MR. KELLOCK: © In Exhibit 277, which my friend is 
dealing with, Mr. Marx there said thet he had shut 
» 10 down his mill. | 
2 THE COMMISSIONER: I know he does. 
MR. KELLOCK: All I wanted to point out to your 
lordship, aside from this new element, was the fact 
is that treaty relations with Japan were going to be 
on a very different basis, became evidentwhen the 
United Stétes treaty was signed on the 14th of Novembe 
Now, Mr. Marx knew then all what was soing on in the 
trade. That is, there was a feeling of expectancy 
“Gd there was going to be much cheaper goods, and his 
ovidesite is that in view df that fact, coupled with 
the slowing up, as I recall, the slowing up in 
deliveries, he decided that the thing to do was to 
elose his mill and that was done on the 14th of 
December. But it is not no answer end it does not 
| establish that what Mr. Marx says in exhibit 277 as 
the reason for closing his mill end in relation to the 
closing of the mill and the new situstion that was 
|| going to develop with regard to imports from Japaa, 
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his deliveries in January wese 200,000 yards and 
April 400,000. 
THE COMMISSIONER: Because the orders were long 


befores 


MR. KELLOCK; Yes. Thet is the only point. 
MR. MeRUER: The suggestion was, though, that peo 
were cancelling their orders, 
THE COMMISSIONER: Yes, we heard that I think fr 
Mr. Dawson that people gave orders but would not 
specify them later on waiting to see what they could 
get from the Japanese mills. Apparently those who 
gave orders to Mr. Marx came through, to that extent 
anyhowe 
MR. McRUER: Mr. Marx was asked about Japanese 
competition specifically at page 4412: | 
"Ge You have not found any Japanese goods 
that are competing with you? 
A. At the present time in Canada? 
Qe Yes? 4&. Ho, sire" 

MRe KELLOCK: Well, my friend has referred to the 
evidence. I want to give your lordship the evidence 
I em speaking about, and that is not on ite It is 
at page 4409, line 18, This is Mr, Marx examined 
by my friend, 

"Have you suffered from external competition 
at all? Ae External competition? 
Qe Yes» A. Up until the present coment 


only by the fear and possibility that there 
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may be goods coming into the countrys As for 
actual proof of shipments of goods which have come 
in I know of néne, but it has retarded business 
on our part in the months of January snd February. 
@.- I suppose you are referring to Japanese 
goods? A. Japanese and others, mostly Supesend: 
Ge it is the fear thet they will come in? 

A&A. That is right. 

Qe = suppose likely & great deal of the talk 

that has gone on about Japanese competition would 
make purchasers think eee. were possibilities 
they were going to be able to buy Japanese 

goods at lower prices than yours? A. Yes, 

and it retarded the purchasing. 

Se Is it not a fact thet you have found evidence 
or that, that people have held back purchasing 
orders hoping to buy Japanese goods which they 
were not able to buy? A. Correct. 

Ge And I suppose a great deal of this talk 

that went into tie newspapers about the closing 
ef a mill down in Sherbrooke and that sort 

of thing wild inflame the people to feel that they 
were going to get something in the way of 
Japanese goods? 


hve We were already shut down at that time," 


"Q,You were shut down? A, Yes. 


‘@e What for? A, ell, we were afraid of the 
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higher prices of goods, 
we You shut down too, did you? ike Y@Se 
BY THE COMMISSIONER: Louiseville shut down? 
A. Yes, : 
BY WR. MeRUER: Q. When did you shut down? 


A. The 14th of December. 


j« You shut down on the 14th of 


eecichlie A. Yes, I would like to go still 
further on that. I don't bleme it entirely on the 
Japanese situations I would not want you. to think 
that, Taat is not corrects JI also blame it on the 
fact that business was retarded because of the fear 
that there might be these goods coming in, and that 
our orders were not coming in as they should and 

we nad @ very iarge stock of goods on hand at that 
time. i also think up until that point there was n 
over production of textiles in the country, and 

the reason J point that. thing out is that the 
production of this country on textiles is sueh that 
it means that every yard of goods that eones 

in from outside sources will shut down a loom in 
this coun trys it does not make any difference 

what Class snd kind of goods it is at all, whether 
it is Japanese, Italian, French or Americans 

The situation is such in this country that all the 
goods that this country can consume can be 
manufactured by the number of looms in this coun trys 


Q« I suppose there are enough looms in this 
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"country to manufacture about twice as much 
goods as could be consumed here? Ae Absolutely, 


yes, 
Qe And so your view is that the industry here 
ought to have 100% of the market in Canada? 
Ae Yee" : 
Now, my lord, there i8 --~ 

THR COMMISSIONER: I reeollect that, that he sald 
he closed the mill on DeGember 14th, but it struck me 
that the rest of the evidence shows thet they had not 
remained closed very longs 

MR. KELLOCK; Unless [I have overlooked it, it 
does note I have examined it and I could not find 
ite 

wR. MeRUER: The next line gives Mr, Marx' point 
of view: 

"o, That importation of textiles ought to be 

prohibited? Ae Correct," 
THE COMMISSIONER: He is not the only one who gave 
that opinions 

MR. KELLOCK: I cannot substantiate everythings 
That is on a different matter and I am not discussing 
that. | 

THE COMMISSIONER: I would like to know how long 

that Louleeville mill aid remain closed, ) 
wR. KELLOCK: My lord, I will look at that. 


-- The Commission adjourned at 5 P.M. to resume 
Wednesday, February 24th, 1937, at 10.50 A.M. 
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y 
| Ottawa, Ontario, 
February 24th, 1957, 
«= The Gommission resumed at 10250 4... 


MR. KELLOCK; Shall I go on, my lord? 


"HE COMMISSIONUR: Yes. 


MR. KELLOCK: On page 24 of my friend's Brief ther 


t is a slight error which I wish to correct. In the 
| centre of the ots sore in the pargraph beginning, 
Ge) al | "Exhibit No. 436 is a statement of the production Ag 
 stecks reported by members ofthe Silk Association of 
Canada from December,1934....«%» Now, that Exhibit 
goes back to June, 1932, my lord. 
15 THE COMMISSION RR: Iastead of December 1954? 
WR. KELROCK: Yes, my lord, On page 31 - 
THE COMMISSIONER: Of the same Factum? 
MR. KELDOGK: Of the seme Factum - I should have 


liked it better if my friend had been here - he makes 
. 20 


oe 


| a charge at the top of the page - 
THR COMMISSIONER: Is Mr. McRuer here this morning? 
MR. BEAUREGARD: I did not see him, my lord. 


THE COMMISSIONER: GO of. we will give him an 


23 || opportunity later to deal with what you have said. 


Re AES SE ea Se = 2 


what is it? 
MR. KELLOCK: My learned friend says: 
"The representatives of the Industry, having 


failed to get their demands,met immediately at 


Ottawa “= 
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He is referring to the meeting at Ottawa on January 14th 
late. . 
"declining to fellow t.e suggestion of the 


oooMinisters to bring further» proof of the necessity 


of governmental action, evidently decide’ that 
the government might be intimidated by foree of 
this Gharacter, “This fill - *~ 
That is the Sherbrooke mill. 
“ 10 eibtoaen thavefers used for the purpose as it would 
i te moe 3 Pe to oe ecmp any mon the eircumstanb< 
and, it was hoped, effective to accomplish the 
results.” teas 
Now, we Lord. if the opening phrase, “the representatives 
v oe the industry” ~ and it is plural - meens the one 
Compauy, IL Bave nothing to say ahout it, My friend 
Mr. Heward ean deal with it. 
TUR GOMMISSIONTR:° It depends oa the -eontext. wh 
* 2200 :||| gees before -~ Apparently he was talking up to then 


of the Dominion Textile Company, 


; MR. KELOOCK: Yes, but for some pages, my lord, 
. he was talking -- 
| THE COMMISSION AR: He sayS that it was convenient 

for the conspany,"owing to tne condition of the stoeks 
at Sherbrooke and the shortage of sachinery at the 

; Print Works, to close this particular mill at that time, 
ia fact it has been convenient to curtail preduetia 

30 


for some days prior to the closings" . 


_ DR, KELLOCK: .. Here is my friends I was speaking 
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eee ro 


of pege $1, Mr. MeRuer, and directing my attenticm 
to the opening phrese of thet paragreph. Does tha 
mean the Dominion Textile Company only or does it | 


,meen the entire textile industry? 1 


Mr, MeRBER: I think there is evidence that the 
were pretty much working together on it, 

Mr, KELLOCK: . Well then, my lord, my friend dce 
_ mean the industry. 


Mr. MeRULs It was the Dominion that acted. 
10 


was referring undoubtedly to the clesing of the mill 
by the Dominion, 
MR. KELLOCK: Well, of what are you speaking in 
the opening phrase: 
ve "The representatives of the industry, having 
failed to get their demands, met immediately 


at Ottawa, declining to follow the suggestion 


| 
| 
| 


of the ministers to bring further proof of the | 
necessity of governmental action, evidently 
® a decided . . 2" : i | | 
Does that mean the entire industry? 
Mr. MeRUER: Those thet were here, 
MR. KELLOCK: Those who were at the meeting? 
“MR. MeRUER: Yes. | | 
25 MR. KELLOCK: All right. Now, my lord, my 
submission is that there is no evidence whatever to 
support thet cherge. Mr. Gordon himself, the head 
of the Dominion Textile Company, said that that 
matter, the closing of the mill, was entirely his 
own affair. My friend hed Mr, Merxs, who was at 


the meeting at Ottewa, Mr. Tolmie, Mr, Lundy, Mr. 
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Watson, Mr. Taylor, Mr, MacDougall, and Mr, Dodd, and 
from whet 1 can find in the evidence my friend never 
suggested to any of these gentlemen when they were in 
the box eny such ¢harge aa is made in thet brief. My 
submission ig that there is no evidence whatsoever -- 
my friend can heve any suspicion thet he likee, but 
my submission is thet this or any other tribunal is 
not going to ect on their suspicion, end my friend 
never suggested to any of these eentlemen that he 
Wes meking the charge or would meke the charge, and 
i submit that there is not a tittle of evidence to 
support it. Tne effirmmative evidence is that it 
wes entirely Mr, Gordon's own action, That being 
eo, I ask your lordship to find as a fact that 
there is no evidence end that thet is en absolutely 
unfounded charge. iI gubmit, my lord, that these 
gentiemen ought to be cleared of that cherge. There 
either is evidence or there is not, 1 submit there 
is not anything but my friend's own suspicions. 

MR. McRUER: There is the Merx report that was 
sent out and agked them to curteil production and 
that sort of thing, -~- immediately efter, 

MR. KELLOCK: Well, just let us look at the 
Merx report, which is Exhibit 277, Might I heave 
it, please? 

MR. McRUER: They were struggling around to find 
evidence, even telephoning to England to get support, 
and then they close the mill that does not manu- 
facture the goods, 

MR. KELLOCA: What my friend is referring to is 
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the closing of the Sherbrooke mill, The closing of 
the Léuiseville mill had nothing whetever to do with 
the metter. I should report to your lordship this 
morning that I had Mr, Pinatel’s evidence read, and 
there is nothing in it about closine the mill for 
two days. The only pleee where two deys is mention- 
ed, which perhaps may be in your lordship's mind, is 
in connection with the strike in 1934 when the mill 
was closed for two days. There is no mention in 


10 
Mr. Pinetel's evidence at all, 0, my lord, the 


7 
elosing of the Louiseville mill hed nothing whatever 
to do with the interview or eny decisim which wes 
mede on the 14th Jameary, becsuse the mill had then 
ms been closed for « month, 

THE COMMISSIONER; Can this mech be established, 
then: Why wes the Loviseville mill opened sgain so 
soon after thie meeting as the 18th of Jameary? 

Yoes that appear anywhere? 

MR. MeRUER: It was opened before the meeting of 
the 18th. 

-GHE COMMISSICNER:; No, the meeting here ws on 
the 14thies 1 understood it yesterday the Louiseviile 
mill was elosed from the 14th December to about the 
25 16th of January. How did it come to reopen on the 
18th damary? — 

‘MR. KELLOCK: As far as the evidence is concerné 
ef course it dees not touch it. 

THE COMMISSIONER: Apparently it-keppened about 
the time the Sherbrooke mill was closed, 


WR. KELLOCK: It was closed on the 17th. 
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MR. McRUEK: I+ opened the next day. Tak ing 
. turns... 
MR. KELLOCK: As fer as the evidence is con- 


cerned there is nothing seid, and i read it all, as 


wn 


to why the +ouiseville mill wes reopened, end I. dia 
not cover that in getting my instructions een aie 
Marx, so 1 cannot. sey why, whether the situation 
had improved or whet it.was, bat there is no evie 
Gence, my lord, that eonnects it in any way with 
YQ enything that took place on the 14th of Jenuary, 
end the closing of it eertainiy had nothing to de 
with it, 

MR. MeRUER: .Nothing to do with Jepanese com= 
petition, 

MR. KELLOCK; Now, please do not interrupt 
quite 30 much, I sey thet the.closing of the 
Louiseville add Lem the 14th December could not 
possibly have had anything to do with any dis« 
setisfacticn with. eny interview on the 14th of 
Jenuary So that whet my friend is talking about 
is the closing of the Sherbrooke mill. 

THE COMMISSIONER: .One would rather think, if 
there. wes no evidence, that Mr. Marx was rather 
25 setisfied with the interview of the 14th January, 
because he. goes beck and reopens his mill and Mr, 


Gordon.goes back and closes his. 


| MR. KELLOCK: . All right. What I am desiing 
with is that it was not.e soncerted actia. 
‘THE COMMISSIONER: Tyet.it.wes Mr, Gordon's om 


ection? 
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MR, KELLOCK: Yes. Mr. Gordon gys so himself, 
end there is no other evidence. 1 submit it is an 
ebsolutely unfounded cherge that my friend makes, 


that there ig no evidence to support it, and I ask 


“ 


your lordship to so find, because it is a serious 
echerge and these gentlemen heve been unjustly accused 
by my friend end ought to be cleared, 
MR, MeRUER: They were asked to bring further 
proof, end they never went back to the government at 
YQ all. 

MR, KELLOCK: On peges 26 and 37 my friend, 
dealing with enother subject usys, at about the 
middle of the pege: 

"Phet there wes no substentieal scometi tion 

being received from Japanese goods wes mede 

cleer in evidence by the buyers ealled from 

the large Cansdian departmentel stores and 

wholesele houses." 

*” 20 And he sets forth a list, end over the page my friend 
Seay 8: 
"Bll geve evidence before the Commission that 
the purcheses of Jepenese reyon febrics were 
inconsequential and confined mostly to e 
25 -broesded reyon taffeta, which, sccording to 
these witnesses, was not made in Cenada,” 
Now there are severel statements there. He says 
that ell gave evidence to that effeet, that, first, 
the purehases were inconsequential, secondly, they 
a ” || were mostly confined to a broeaded reyon teffeta, and 


; thirdly, that according to those who gave evidence, 
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it wes not made in Canads. Taking the first witness, 
Mr. Switzer, whose evidence is to be found on pages 
6689, lines 11 to 17, and 6690, iines 14 to 16 -- 
MR. MoRUER: I refer there to a differmt page. . 
WR. KELLOCK: Page 6696, lines 20 to 24, His 
evidence is this, and I have teken it verbatim: 
"In connection with the zoo@s dealt in this 
yeer aside from what the witnesses told my friend, 


ere they of e cless or kind made in Canada?" 


= 10 ! 
e Sb. The lines we are buying now? 


Ge Yes. 

BR, They are." 

That is, they are of a cless made in Canada, 
15 Mr. McRUER: Well now, that is -= 

MR. KELLOCK: Please do not interrupt. 

MR. McRUEFR: It is most unfair to teke replies 
or reference to evidence @ some other place that is 
referring to something else end try to weave it into 

9 20 || @ paragraph dealing with another matter. What I 

| | am saying here ig thet their evidence is that thet 

; | brocaded ray on taffeta was not msde in Canade, and 
thet is whet they geid, they never heerd of it being 
? | bought in Canedea, md I say this evidence shows the 
= Other purchases were inconsequential. You are takings 
two things and trying to pull some thing out of one 
end apply it to the ‘other. vi 

, “THE COMMISSIONER: Let us see about the brooaded 
reyon teffete. Is thet whet Mr. Switzer is telking 
about? 


MA. MeRUER: Yes, they were cmfronted right wit 
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Mr, KELLOCK: What my friend is aceusine me of 
doing is just whet my friend does in his brief. 

He refers to his own exemination of his witnesses 
> at the peges he hes given, end he ignores the cross 

examination, which I heve given tw your lordship. 

_ THE COMMISSIONER; I think you hed better fol- 
low your own trend of thought here, You seid 
there were three mis-statements in thst paragraph, 

10 || tne first is thet all gave evidence. 

MR. KYLLOCK: Yes. 

THE COMMISSIONER; .I presume you meen, some did 
not give evidence? 

Pe MR. KELLOCK: Yes. 

THe COMMISSIONSE: Well then, deal with that 
first. © Whe did not give evidence? 

MR. KELLOCK: I heave dealt in my notes with the 
witnesses individuelly. Seme of them cover one 

* ai | statement and some enother,. 

i . THE QUMMISSIONGR:. Mr. MeRuer simply says that 
all these people geve evidence. You say that some 
of them did not give evidence. 

MR. AELLOCK: Oh, they all geve evidence, tut 

25 not to the effeét my friend seys. . 

THE COMMISSIONER: Well then, thet first thing 
ROCB. feke, then, this broceded rayon taffeta. 
He says the evidence they geve is taet their sales 
were confined mostly to teffete and that thet is an 
article not made in GCaneda. He seys it is the 


reyon fabric purcheses thet are iusonsequential. 
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MR. KELLOCK: I em ee# dealing with what Mr, 

| Switzer seid about broeaded taffeta, on the point as 
to whether or not it was. of a class or kind made in 
| Canede. 

THE COMMISSIONER: The broceded taffeta? 

MR, KELLOCK: Yes. Now here is his evidence. 
i reed the first part and then my friend interrupted 
| mes On pege 6690, lines 14 to 16: 
| "Go Wheat about the artificial product? 

. "A, I unfjerstend there is a line made in Ceneda, 
I heve not seen it yet. 

"“Q. Do you regerd thet as a tyne of goods made 
in Canada? 

os “A, Yes." 

You cannot say that Mr. Switgser seid that brocaded 
rayon teffeta was of a class or kind not made in 
Caneda. 

MR. MeRUER: Whet they did sey was -- 

*% 20 WR. KELLOCK: I will deal with whet they said 
f - || Gndividuelly, if my friend will permit. 

MR. MeRUER: Whet they seid was that these goods 
were not ever thought to have ever been sold as goods 
made in Canada, The. majority of them at any rate 
25 seid thet they hed mever heard of them being mede in 
Canada. 

MR. KELLOCK: My friend now says “the majority". 
iiss brief seid "all," and thet is whet 4 am dealing 
 withs 

without 
MR. MeRUER: I want to sey that,/just taking 


e metieulous analysis of eash sentence, 1 did the 
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very best i could ander very, very heavy pressure to 
try to be as serupulously accurate as I could in 

| everything, and I do sey, and 1 stand by it, that 
the evidence of these witnesses was, generally spenak- 
ing, all the way through that they had not bought 

| any Cenedien brocaded taffeta, did not handle it, and 
the most of them at any rate said they had never 

| heard of it being mede in Cenedse, Switzer's evi- 

dence gertainly was that they hed never handied it. 


10 
MR. KELLOCK: Well, if my friend will just not 


repeat what is in his brief, end give me the oppor- 

tunity te answer what is in Ais brief, I should like 

to do ite 
fe THE COMMISSIONER: All right. Go on. 

MR. KELLOCK: Mr. Fletcher deals with brocaded 
taffeta, on pege 6614, lines 1 to 10, 

THE COMMISSIONZR: What does he say? 

MR. KELLOCK: He says that the plein is made in 
Canada, thet the brocaded may be but he did not know, 
Your lordship will resell that he hed been in the 


country only about six months. His evidence is also 


\ 
} 


j through to 6725. Mr, Surphlis dealt with SG-inch 


on pages 6717 and 6719 =~ in fact from 6722 right 


25 || rayon and 27-ineh brocaded taffeta, and his evidenee 


nt ge 


is on pages 6844 end 6862. Whet he seid wes that 


i 
} when he said to my friend. that brocaded rayon was of 


a Glass or kind not made in Canede he meant he had 


| ‘not, seen it in the 27-inch but he hed seem it in 
yp % || the S6-anch, . Now, Mr. Metinson --_ 
(, | _ THE CQMMISSIONER: What does. that, mean? 
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MR. KELLOCK: It fust means, my lord, that when 
he said thet the brocsded rayon was not made in 
Canede he said that because in respect of the 27- 
inch he hed not seen the proéuct that was made in 
Ceneda but hr hed seen 36-inch thet wes made in 
Canada. 
THE COMMISSIONER: Well then, how can he sey 
j . that the material wes not mede in Canede? 
| WR, KELLOCK: T don’t; know. He eennot sey it. 
9 “i But he hed seid in chief thet it wes not of » class 
| or kind mede in Censde. 
“WR, MeRUER: I think we showed him the article 
in the witness box end asked him if he hed ever seen 
eis it offered for sale. 

WR. KELLOCK: No, he said in chief, in enswer 
to my friend, it was of a class or kind not made in 
Geneda. In crosa-examination he said he hed not 
seen the 27-inch but he had seen the Sé-ineh, and 


«@ 20 how he could sey it wes e class or kind not made in 


Genade I do not know. | 
| MUR. MeRUER: It was 27-inch we were dealing witi. 
That is what wes being imported. © 
“WR, KELLOCK: Even if it wes 27-inch, thet we’ 
= were dealing with, now gould amen sey it wes a clas 
or kind not made in Ceanade if he hed not #een it? 
"Now take Mr, Mettinson, the buyer for Green= 
* ghielas Company. His evidence ig at e992 and 
‘6998, end there are a great many referenc en fron 


“995 right through to 7008. He" gave evidence that 


“he had bought plein ena Hed ‘bought jecquéreds and 
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Bo 7 hed. given repeet orders fer the plein. The 


jecquerd is brocaded. 
THE. COMMISSIONER: You are talking about Cenedia 
materiel he hed bought? 

5 MR. KELLOCK: No, depenese, and he slso said 
thatthet was of ea eless or kind mde in Geneda, Mr, 
Doner, his eviderse is at 7010 to 7015, He ssid 
he had been in Caneda only since the 15th October, 
1935, he ked not bought at all eny kind of these 

a 10 reyons and he seid he hed not seen any Canesdim 
jecquerds since coming to Cansda. That is the 
wabstence of hia evidence, The result of that, my 
ierd, is thet they hed bought not only the brocaded, 
they hed bought the plain, end in the ease of Greene 
shields end Compeny they had given repest orders for 
the plein, end they did- not all sey by any means that 
this material wes of a class or kind not made in 
Genada. Some of them said it wes, and those who 
Said it was of a eless or kind not made in Cansda 
did so because they had not seen it themselves or, 
as Lreeall, in some ceses they ecceded to my 
friend's suggestion thet because the Ganedim art- 
icle wes a little better in quelity thet this wes of 


25 a @lass or kiné not mede in Ceneda. 


MR. M@RUER: I-give ell the evidence about whet 


was mede in Canada im the next paregraph of my brief, 
| I wes not attempting to gay it was not meade in Caneda. 


_ You are suggesting that I put in the brief sqanething 


3 


thet suggested thet this was net made in Canela, 


hat £ was attemting to convey ws that these large 
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buyers had not been handling it. I go on in the 
| very next paragraph to point out that Mr. Gordon hed 
put in invoices -- 
MR. KELLOCK: Well, my lord -« 
5 MR. MoGRUER: . What is the use of trying -- 
MR. KELLOCK: As I reed my friend's brief his 
ecantention is the same, 
MR. McRUER: I think, teking these two pare 
graphs together, what stends out is Mr. Gord's 
Qa 10 || evidence that © similar teffeta is made by the 
Montreal Cottons Limited. The argument is that it 
cannot be made very extensively since these buyers, 
even on what you say, do not know much about it. 
o MR, KELLOCK; Some of them had seen it, and the 
| | evidence was that it was made, My point is that it 


is 


ERR not a correct interpretatiaom of the 
-evidenee of these buyers to say what my friend seys 
on pege 37, because they did not say that. And ag 
a matter of fact my friend contended all the way 
through thet merely because of the difference in 
workmanship the Japanese teffetes, both plain end 
brocaded, were not of a class or kind made in Canada, 
but my friend is the only one who gives evidence to 

25 that effect. Mr, Hooper, at page 12224, said that 
the department had mede no such ruling. 
THE COMMISSIONER: Ne ruling that this wes not 
| made in Canede, 
MR. KELLOCK: Yes. 
’ etl MR. MeRUER: Bat the department ruled that 


: ‘habutei silk, although not maie in Canada, because si 
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ig made in Cancde, it is of a cless or kind made in 

| Genada, -- any teffete. 

“THE COMMISSIONER: What is your reference to Wr, 
Hooper's evidence? 

MR. KELLOCK: Page 12224, lines 17 to 19. I 
waht also to point this out; I shall have oecesim to 
refer to it specially ister. When my friend gets 
to deal with Exhibit 866, which deals with the import, 
whether it is ean ectuel import or not, from -- I 

9 think it was -=- the United States of «a febric that 


| wes composed partly of rayon and had a cotton werp, 


my friend seys, using his languege, thet this is 


a corresponding fabric to the Montreal Cottons’ mate 
|| toy. 

THE COMMISSIONER: Are you talking of the seme 
page? ) 

MR. KELLOCK: No, it is « different page. I 
will heve to come to it leter. IT have not it in w 
notes but I have it #ome plece else. My friend seid 
in another place in his brief that = fabric which has 
a cotton werp is the corresponding fabrie to the 
Ganedian rayon which is made all of ay ell 

WR. McRUER: I do not sey anything of the kind 
in my brief, 

MR. KELLOCK: My friend is just fall of conire- 
diction$ I will cone to it. 

THE COMMISSIONER: Well, uhless you Cen show mé 
the page in the brief I camot know what he says. 

Mr. MoRUER: YT pointed oat it had s cotton werp 


end that Mr, Hooper made an edjustment of the differ- 
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ence in the cost of the cotton werp, pointed out that 
the Gotton warp would be cheeper end reduced it, and 
that wes the one that sold, the gorres ponding one of 
thet class of goods. 

WR. KELLOCK: Thet is exactly it. it was a 
fabric imported from the States which hed a cotton 
warp, and when it is pointed out that it hes « sot ton 
werp my friend says, "Gh well, just add so mech more 
. a pound, and you heve — geme thing as if it were 
Qa . made all of cayens" Bat my point is thet in another] 
. place in his brief, for another purpose, my friend 
eonpares a febrie which is partly of cotten and 
partly of rayon to these Canedian domestic rayons 
i and seys it ig the eorresponding thing. But here, 
when he is meintsining, as he doez all through the 
evidence -~ I am sorry I have to disagree with ww 
friend -- he says simply beceuse the Japenese article 
is of inferior workmanship to the Cenedian domestic 
4@ fa reyon it is of a class or kind not made in Caenede, 

: and as I say, there is nothing to gupport that except 
my friend's statement end his contentiom all the wey 
through. 

ME. MoRUER:®. I do not say it is s cless or kind 


not made in Caneda. My brief is perfectly clear on 


25 
it. I ao not know why you are mis-steating it. 
WR. KULLOCK: If it were worth while i sould tu 
up plenty of places in the evidence where my friend 
aid say 80. 
30 


?HE COMMISSIUNER: Are you still talking of the 


printed rayon? 
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MR. KELLOCK: I em still spesking of the printed 


rayon. 
THE COMMISSIONER: I think he seid Mr. Gordon 
geve evidence thet a similer taffeta was made by the 
5 Montreal Cottons Limited; that is, mede in Cenada, 
but thet it cennot be contended it ws sold In a 
substentiel commercial wey in Cenada, -- which is 
ea different thing. He hes admitted it is ii in 
Cenedey. All he is arguing is thet it is not sold 

Q a here in e substential commercial way. 

MR. KELLOCK: I cannot recall the exhibit num- 
ber, but there is evidence of shipment by the Montrea 
Cottens of these fabrics covering seles from coast to 
coast. . Thet evidence is before the Conmission and 

. shows the extent to which the fabric had been sold 
in Canadas 
* MR. MeRUER: Over a period of years there are 
| invoices of a number of wholesslers in different 

a" - perts of the country, but my recollection is thet 

bg there is not a single invoice on the whole pile 
from one of the lerge departmental stores, either 
at Toronte or Montresl. There may have been, but 
they are very few. 

25 MR. KELLOCK: Mr, Gordon tells me that the 
exhibit includes several sales to both the large 
departmental stores. 

MR. MeRUER: We will see how consequential they 
ere. 


» 30 \. MR, KELLOCK: However, if my ‘friend abanions 


the contention, if he made it, as I unders tend he 
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made it, -- if he does not make it now, thet these 
goods are of « class or kind not made in Cansda, IT 
am quite satisfied. | 

MR. McRUER: I never made such a contention. I 
made it as clear as I sould. I am not abendoning 
anything or retracting anything, only 1I.do resent 
your wey of trying to read something into the brief 
thet is not theres | 

MR. KELLOCK: Well, if it were worth while I 
think I could turn up plenty of places in the evidene 
to show thet my friend did sey that. if he seys 
thet is not the contention he is now making I am 
quite setisfied with it. 

MR. MGORUER: My ecmtention is in my brief, 

MR. KELLOCK: I think thst is ell I went to sey 
on that section of my friend‘s brief. 

i wish now to sey something with regard to 
some of the theories which sy friend expresses in 
his brief, end subsequently come to the finencisl 
history of the companies which heave reported and of 
the industry es a whole. I went to esll your 
lordship’s attention to the foreword in ny friend's 
brief. I do not know whether your lordship has 
reed it or not. I draw attention to it not from 
any critical attitade, but I submit that it ghows 
the point of view of my friend in presenting his 
argument. 

THE COMMISSIONER: Well, he seys he presents 
his argument from the point of view of the consumers 


the employees end the public. You and the gentic- 
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men eround you ere presenting the point of view of 
the industry. Theat is a fair division of lebour. 

MR. KELLOCK; Tyet is all I wented to drew etten- 
tion te. But I want also to point out that nw 
friend sets out on page 2 of his brief what the order 
in council seys. In. fact I went to reed from the 
erder in council itself. 

“The minister further observes that in order 


to determine the responsibility of employers 
10 


and to enable appropriate ection to te taken 
not only with regard to sefeguarding the 
interests of -- first -= the employees . « — 
THE COMMISSIONER: You are putting in the word 
a "first". 
MR. KELLOCK: I em putting in the word "first" 
end I em putting in the word "secondly" == 
*. | .of the public, but also of the industry 
itself". 
€ 20 Now, my lord, thet must mean the shereholders. 
"44 is essential for the government to be 
fully edvised .. -" 
and sO On. Therefore my friend, in simply present- 
ing his argament from the standpoint of the employees 
25 and the public end not from the stemipoint of ell 


three, presenting « case from thet point of view, is 


not looking et or presenting to your lordship the 
picture from ali three stendpoints but only from the 
stendpoint of two classes, and he is meking a case 


') 30 
- on behalf of those two classes. Theat is all I 


went to point out. 
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> 
MR, MeRUER: Thrée classes, 
THE COMMISSIONER: He divided them into three, 
MR. KELLOCK: He divides them into three, I 


will sey three, it is presented from that point of 


a 


view, but it is not presented at all from the stand 
point of the industry itself, snd thet is the share- 
holders. The point of view presented on behalf of 
the employees hes been dealt with. That point of 
view is that there shouid be higher wages, it has 
10 
also been advanced that the gelling price that the 
industry gets for its preduets should be lowered, and 
thet the teriff should be lowered so as to bring 
about thet result. 
15 
@ 20 
(Page 16680 follows) 
25 
> 30 
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Now, those two things, "y lord -- unless the industry 
is moking an excessive return, and f want to deal wi 
that separately; 1 submit it hes not been doing any- 
thing of the kind -~ those two things are contra~ 
dictory. Wages, it is a truism to say, can only be 
paid out of the price. if the price is reduced 
and overhead remains the same and netertal remains 
the same, how ean the wages be inereased. My friends 
don't explain that. They simply are, to use the 
a) 10 phrase, playing off both ends against the middle, — 
4 the middle being the industry itself, the shareholde 
THE COMMISGSICNER: Pardon mm a moment; is there 


some part of your factum which you are dealing wi th 


now? — 
sg wR. KELLOOK: Iam coming up to section "D", 


my lord, which deals with the finaneial history of the 


: companies, and at the same time I am dealing in sdvapee 
be ‘ 

vith some of the theories which my friend expresses 
‘ in his brief, and one particulerly which he enuncistpa 


& 20 
at pages 116 and 11? of his brief. Before I deal 
specifically with the financiel history of the comp nies 
I want to clear the ground, if I my, by meeting my 


friend on some of these theories whieh he advances 


25 THS COMMIS SIONER: Just before you proceed; I want 
to get my bearings. | Where did you leave off in your 
own factum last? 

MR. KELLOCK: I left off, my lord, at the end pf 
section "G", which dealt with Japan. Then, I went jto 
a my friend's brief which dealt with the same thing, and 


{ said all I had to say about that so I am now coming 


q} iF Madge. yao ” TN i 


- pS, | 
7 a9 vos 


“yatew tert edt erelny ~~ | Sok ve namie owt pu pie 


, aay ; 
U4 elt Pet | 


ead tw feeb og toew i bas ouster ov teesoxe Dae aadtom at | 


> 


iavaa 
eS + ; , war _— 
i eee tit 
oe i 
s 


ta 


— atop need rom esit a 2 tere r iMod exoyos todd | 
~sxtn00 STS eam iitt deb se0ds « “= balt ong te aaids 


oY “eee 


od Lio nso “ae ot ms bert 8 et +? enegel | <Frovots i 


eniawes fotreton bus ome sdé entasr baottzeve bas | 


Tam, Ff 


| 
| 

| 
| boo shox al oo zg bag! is +09 xq edt t0 ive bing | 
: | | 
: 
| 


uf 
shuotzt va +Beanexon: od segew ost ae wos comme ont i 


end ety oF 28T2 vigmte ced tort atalgxe #* 008 


otbbte ong dentogs ebae dt od tte antwig sSaardg 4 


FobLlotorsde ody thease Yiteubat odt ated Lb etn ot iy 


erent at 1 tomo & em Hebre : OT Be Taupo mr 


2 7 


at ty aatioos SiS CY fottw mut 90 ee to sang — j 


bad § a 


: &" seiteos of au getmoo ms T i AOOLIEN » fil i 
to ytosveatd Lotonantt edgy dtiw Blasb toldw . Snot bl | 


| 

) 

: 

| 

| 

i 

| 
bvbs at guifeed ma I emtt omen odd to ban Rolnegun00 ! i 

‘Beszetqxe beefs. ym makin selvoaty etd to emme Athy a | 

i i / 

Prisnune ed Mo kdfy Vitsloo tiaer ono ine feted etd aL | 

| 

; 

| 


| | wei 
feeb Texotel ,%eied aid to Vif bie Off Segeq ts | 
'ameo odd to yrod ati ‘to roman | a) 7 
# 
Wt saiteen yd ,yan I tt Savery aft taste oF Jae A} = 


. enoonnvis ort io idw eetxoedd saodt to aatoe no Beebe? 

Tj heeoor woy exoted taut ; AMale aM ep ys | 

oy x To oveet voy bib ‘ered raion vat Pal ot | 
| wees mist 08 10 

os dees Veet" i bro wa (te tes : soar. 

4 tnow 1 1 «aed? .meqel dt iw ¢£ee> dob 

1s ‘sBthtd oune ait tty steep sontw % 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO CANADA | 16681 
> . | ope 
up to section "D". 
THE COMMISSIONER: Trade associations are a 
\ 
separate section, "HH". 
WR» KELLOCK: Yes, and I am going to deal with 
5 that section next, my lorde. 


THE COMMISSLONER; Alright, take them at your 
ewn convenience. 


MR. KELLOCK: My lord, perhaps te fore i go on 


with what I was doing, Mr. Heoper spoke to me this 
> 10 morning and I understand he wants to make a gorrestio 
f with regard to the 10% consignment shipments that he 
gave in his evidence to your lordship yesterday. 

THE GOMMISSIONER;.0h yes, the portion -~ 

MR. HOOPER:.I don't know what you took from tha} 
. yesterday, my lord, whether you took thet as the volume 
of artificial silk fabries coming in -- | 

THE COMMISSIOMEA: Whet I really took from that 
general statement of yours was that shipments on cone 
signument were a@ very small proportion of the total 
7 20 
shipments from Jepane 

MR. HOOPER; Of the, total shipments; you mesn © 
fabries, my 1era -- not particularly fabrics? 


THE CQMUISSIONER: No, 1 didn't mean that parti 


| gg arlye 
MR. HOOPER: That is what I tried to conveye 
HE COMMISSIONER: “hat ie it you want to say ? 
MR. HOOPER; That is exactly what I wanted to sdye 
That is whet I thought 1 saide 
30 THE COMMISSIONER: You are including raw m teridl1s? 


fesar AGAYVAD ‘OTMOHOT 


80" notteoe of Gx 7 


& ste eno tts torts ober +? RSHOT SeTMMOD A 
“tottose otemaqoe 

. at tw iseh of sities, ua f ren S HOOLIUN AR 
| , : | * @itol yor teen nolreee geuy 

THCY Te mart exe? ,PHQEsrla GIO ET UMOD ant 


- sGOne ins vaoe ne | 


& op fT ayot a cuits (Brot eM 10015 ea EE 


af Feit Panera t Treumgletoo ROL edt oF bteget dP ie 
a» airreteey qitaSzel ayoy ov sarob tye aid ai eves 

~« Molivog any Oy HS; AMOLASTNOD ier 

att #07 Xhos voy dary wonx t'nes 1 ‘H2900H .A 
wlov eit ew datt woos WON Tatoiw ,brol yan ,ysbueta oy 
Ee ~~ af gninioo aoizdat tile LetoLittrs to 


Int ot eff to eee Liane YIS7 B Stew ares 
be sitagel wort St omng fide 
O Rise Loy toteomylde Liver 4% Yo “yrcodst ame coo. x 


Yeoitds? yizeluotired ton <5 Brot ‘st’, seb ct 
Serer todd neem o*asty Fo Hat ao 
 .yornos Gf Sota f gadwet Pit Be | 
Y8e OF tas® moy Fi et ted¥ ROLE enaDD a kd 
oe bet new 2 eit Utosxe ef dear bicchapecl at 


or 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


TORONTO 


» 


9 


REPORTER 


10 


15 


20 


25 


CANADA 


“MR, HOOPER: Yes, 

THE COMMISSIONER: Supposing you leave raw - 
materials aside for the moment what percentage of 
the fabrics would you say are sent here on consi gnmen 

MR. HOOPER: At the present time I would say 50% 

of the fabrics are imported on consi gamext. Last yea 
you might say practieally 100%, or 90%, was imported 
on consignment, because Fisher was bringing in by far 
the greater amount of. fabrics. 

MR. MoRUER; There were net a great many coming 
in on account of the surtexe 

THE COMMISSICNER: What you said yesterday was i 
was very diffieult te get the Japenese exporter to 
ship on consignment, He wanted his money and cash 
in hand, but now you say he shipped 50% of his fabric 

MR. HOOPER: Well; the Fisher importations are 
maybe one-third of the total coming to-day. It is a 
very large portion of its 

MR. KELLOCK: I understood Mr. Hooper's 10% 
applied to textiles,and fabriesx we were desling with 
at the moment but he didn’t mean that. 

THE COMMISSIONER: Well, we have it now, 

MR. KELLOCK: That is the way the arguuent is 
presented on behalf of the employees. My friends 
do not divide in their argument betreen the publie 
generally and the consumerjso far as I have been able 
to follow the consumer is the one from whose point 
of view the argument is mostly presented, 


THE COMMISSIONER: Well, I suppose what really 
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. might be said is this that the publie comprises, 
a of course, the consumer. lverybody wears textiles, 


more or less. Then also there is this, that the 
public would also mean those whe have to look on and 


see the country getting less revenue from the tariff 


5 
on account of the protection of home industries. 
MRe KELLOCK: Yell, alright-- 
THE CUMVISSL ONER: Taxes might be elsewhere -- 
lit» MenUik: The exporters, too, I had in mind, 
ne 10 in dealing with the public. 
¥ THE COMMISSIONER: The exporters might say also 
that. they lose foreign markets because we exclude 
foreign merchandise from our markets. You cannot 
say when you use the words consumer and public you 
15 


are uging words that are absolutely synonymous, 
The word public is wicéer than the ‘word consumer. 

MN, BELIOCR: Fell, 1 did not heer much from 
my Friend about the public, 
| Tis COMMISJIUNSR: L asked some time ago -- I 
a “3 asked to sec, for instance, how our customs revenues 
have borne up under these high tariffs. ‘That is rea 
isn't it? 

| MR. MeRUER: Yes, I have it ready. 


THE COMMISSLONER; Put it in ao little later on. 


25 | . 
Se you see“public"ncans a little more than the word 
"Consumer" ». 
JAR, KELLOCK; «ali 1. am saying, my lord, is we 
did not hear much from my friend. about the point of 
30 view of the, public as distinguished from the point of 
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view of the consumers — real | 
THE COMMISSIONER: We certainly heard something 
about the .losses -- right on the Japanese question 
there you met his argument yesterday sbout the loss 


- ef our experts to Japan on aecount of the tariff. 


» MR. KELLOCK: Quite. 
ME, COMMISSIONER: There is the public consi dere 
from a point of view other than thet of @ consume re 
| MR. KELLOCK: Very well, and T have dealt with 
thet, and I want now, my lord, to come to th/questio 
of the point of view that my friend presents on peha 
of the consumer, | 
Now, my ey the point of view that my friend 
puts forward on behalf of this consumer is that the 
, tariff is an expense to him, thet if it were not for 
the tariff he could buy his goods elsewhere than in 
Canada and buy them cheaper. Therefore he has no 
friendly feeling for the tariff, this ¢onsumer that 
loo friend appears for. He regerds it merely as an 
obstacle in the way of his getting things where he 
wants to buy them, and as an ©XpEnsee Now, my lo 
guch a consumer can have no connection himself wi th. 
industry which is in any way dependent upon tariff, 
25 either directly dependent, or an industry which in tprn 
Ls dependent upon an industry which is protected 
_ because it sells to such an industry. Therefore, 
the consumer my friend talks about does not incliie 


those people because those people, of course, reali 


if they think at all, that their ability to become 


consumers and to buy goods comes from the very industry 
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which depends on the tariff, either primarily or 
secondarily, and they do not object, and they do not 
regerd the tariff as a mere expense to them. They 
do not object to paying the additional expense, if 
there is one, because their ability to buy at all 
eomes from their connection with the industry which ils 
dependent, either directly or indirectly, on tariff. 

Now, my lord, that isn't all. The consumer 
that my friend apvears for -- 

YQ THE COMMISSIONER: You are talking of consumers 
y who depend for their liveliheod on the textile indus 

MA. KELLOCK: Neo, on any industry thet is 
protected or on any industry, my lord, which exists 
by reason of finding a merket for its product either 
to the protected industry or to the persons employed 
or maintained in any protected industry, 

Now, my lord, that isn't all, The eonsumer 
that my friend talks about, and appears for, camot 
only be not directly or indirectly connected with 
an industry whieh is dependent on the tariff, but 
‘he cammot be a person who finds any market for either 
his services, such as 4 professional man, or the prodpct 
Which he produces sueh as the farmer, in the populati 

supported 
which is eintained by an industry/either directly 


or indirectly ‘by a teriff. one can teke e concrete 


illustration, TI have in mind a particular town, 
which I do not need to mention, which has a population 


of around three or for thousand people. It has 


30 || got a boot and shoe factory, It has got a cloth mill 


 ptlitancowars 
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It has got a knitting will, and it hes cot a manutact 


ing plant that makes pharmaceutical products. How, 
my lord, the pey relis of these mills «re in the neig? 
bourhood of seven.or eicht hundred thousand dollars a| 
yeer. ido not suepese that anybody who lives in that 
town, whether he is enpleyed direcetiy in any one of 
these intustries, or whether he lives by contributing | 
services or goods tc the industries themselves, or 
the people empioyed in those industries, I do not 
suppose that any one of the population of that town 
regards the tariff as an expense, and does not gladly 
pay anything extra. that may be invelved in meeting 
his own particular wants, because he knows his very 
eistence comes from the cxistenece of these indus- 
tries, and you can say thé seme thing for the egricul 
tural population which surrounds the town, They fin 
an outiet for their products, whether it is wool or 
whether Loris food stuffs which they produce; they 
find a market for what they produce in that town, and 
the intelligent members of such an agricultural 
community must recogcnize that the teriff a mere 
expense to them, but it maintains ani provides a mark 
for their goods. So, my lord,when one goes to 
look in Canada to-day for the consumer for whom my 
friend appears my friend may know his name and addres 
and telephone number, but I have the greatest difficulty 
in tracing it and knowing just where to fina it, bec. use 
it-is very difficult -- 

 WRe MeRUER: He hasntt got a telephones 


MR.KELLOCK: He hasn’t got a telephones 
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MR. MeRUER; No, he cannot sfford one, 
MR. KELLOCK: Then, my lord, we get down toa 
very small portion of the population. 


MR. MeRUER: That haven't a teleshone? 


5 MR. KELLOCK: Yese 
MR. MeRVUER: You are mistaken on that. 
MR. KELLOCK; Even in the rural districts -- 
MR. MeRUER: I will take you into Teronto and 
show you a few streets where there are not any phones 
ay 10 MR. KELLOCK: That is exactly the point I am 
“a coming to, that the consumer,whose point of view 
my friend presents, must form a very small part of 
the population of this country to-day, and the 
presentation of this -- I will use the word “narrow” 
15 


for want of i. better word; my “nglish perhaps is 
poor = that the presentation of the point of view 
of snk a class, if you can find it, is: not the poin 
of view of the mass of the population of this countr 
How, that is my suomission to your lordship. all 
® 20 | ery 
uF : consumers,or the bulk of the consumers of this countz 
are aan rely and they are producers -~ 
THE COMMISSIONER; Whet is your argument, thet 
the mass of the semaietion of the country is satisfi 


with the tariff as it is? 


: 25. | 
; MR. KELLOCK: They are satisfied wth tariffs, 
my lord. The question of the height of the tariff i 
gui te 8 different thing, but I am directing my arcum nt 
to my friend's theory that the tariff in Canada is 
30° just P tax on the consumer, Ne gets nok benefit fre 
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it... 1$,is, just on obstacle and experse to him, 

Mn. MeRUER: I did not Say he got no benefit; I 
gaid two provinces out of nine got benefi te 

MR. KELLOCK: How many? 

WR. MeRUER: I seid two provinces out of nine 
were the ones that yon efi tea. . 

MR, KELLOCK: Two provinces out of nine; well, 
very well. ow, my lord, if an industry which is 
dependent on the tariff is the only section of the 
community that gets a benefit from the tariff -- my 


friend uses the word “benefit”, "privileg ed class” 


they are the people that get the b penefit -- if an 
industry dependent on the tariff is the only aaetien 
ef the community that t gets any penefit from that 
tariff my submission is, BY niga that the tariff 
for such an industry would not last over night. 

Why would it? | way eee the rest of the populatio 


stand by and provide the means whereby that industr 


@) ean get more for its products than it otherwise 

would, if the community as 2 whole do not get benefilt? 
’ Now, my submission is it is absurd to present 
that sort of point of view, it does not look at th 
wholes picture, and that is sll that i am submi tting 
/ to your lordship. The aim of any state is to provide 


gaiaful employment for the butic of its sbumummttale 
you eannot do that apart from industry, and you can 


have industry, ®s our experience shows, without hav 


tariff, and I am not ‘speaking of the height of the 


tariff, my lord, 1 will cae to that. vhis tariff 
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my friend speaks about, he says it provides -~ page 
268 of his brief -- he says it provides a special 


fund in the hands of the industry that has benefited 


by it, as though you could go to thet industry and th 
industry would om rate and carry on without the benef 
of this tariff at all; the existence of the tariff jus 
puts se much more money in the hands of this industry 
that it would not have enamts from the tariff. The t 
is, of course, that the industry would not be there 
y cs || without the tariff. I¢ could not exist without it. 
it aes not provide a special fund, an extra fund, in 
the hands of the industry, but it enebles the industr 

to operate. I heve no objection, and nobody in the 

15 industry, in this industry that I represent, or any 

| other inauatey, I would not think would have any 

objection, if the tariff is too high and the return 
is excessive,in having it reduced. All that we ar 
asking for is that there shoula be sufficient tariff . 
> 20 | to make a reasonable celts I may disagree with 


my friend as to what a reasonable return ter -At one 


idea Seat 


stage of the proceedings my friend ‘voiced ‘the “view 
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that tiat returs on capital in an industry, which ex= 
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MR. MeRUER: I never voiced any such point of vipwe 

MR. RELLOGEs Didn't you? Well, I will give ypu 
page and line for wate 

MR. MORU ER: I never did and you know it. It i 


no use making such a statement es thate 


MR. KELLOCK; My friend is just full of contra= 
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dietions. I will give page and line for that in the 
proper places, 

MR. MeRUER: I never made any such statement, 
it is that kind of thine that is very annoying. 

MR. KELLOCK: I am sorry to disagree with “y 
oe but IT do di sagrees 

MR. MeRUER: Whet page? 

Mi. KELLOCK: I have got it here; I am going to 
come to ite | 

MR. HicRUER; You say se, but waa have got to 
read the evidence. 

ER. KELLOCK: I will read the evidence, 

MR. MeRUER: (Fo reporter) Make me a copy of 
that 80 there will be no misteke about it. 

MR. KELLOCK: My friend doesn't need a copy. 

Mie MeRUER; 1 want it accurate, 

MR.EELLOCK: So far as investment of ex ipital in 
industry is concerned the tariff, in my submission, 
with seinind to industries which are enabled to operate 

by reason of the tariff, simply exists in oréer that 
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industry not protected is to be measured, if one can 


That is the ‘object of the tariff, as I understand it. 


Oy ets Sie ex tenon peomatos igneres 
ous fundemen tal facts. Capital, my lord, as your 
lorishtp ae it is a ‘trite thing to say itis fluid. 
rt won't me attracted txts an industry at ali and it 
watt continue in the cneuehes unless the return is 
commensurate with the return on capital in other 


comparable enterprises where the risks are comparable 


30 that my submi ss ion oe your loriship is that the 


eee 


problem here must be, are the returns on ap rere 


of the ‘capital already employed, and to ‘ensure Leia 


os Peer, SERS 


RTO A ae ses 


development at the industry by the re-investment of 


ie ochienieatiliee ail ei cs ct a A ara. tvies 


profits ‘and the spoacareanin of new capital, or are the 
a RR Ta ann AR ne ee Oe 
returns excessive or inadequate? phone ef the thine 


whieh your lordship is directed to inguire into is the 
question ef profits, My submission is, and I am Zoi 
to give your lordship SL gUIORs that the average reti 
in the reget ol over the iast ten years, 1926 to i955, 
are less than oh; to be accurate 4.8%. 

THE ¢ COMMISSIONER: In what years? 

| wR. KELLOGK: i926 to 1955, my lord; 4.8% is the 
Cl cure. "My sehideh aastnces is that the standpoint -- 
the standard by which return‘on capital in an indust 
protected by a vanstt Ae to be measured is not diffe 


then the phendexd by whieh return on capital in an 


fina ry Canada Leng A such an industry, There may be 
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Now, my lord, there was one small theory that ny 
friend expressea many times throughout the hearing. 
just want ‘to take a moment to deal with it, and that 
was that where a sum of money was invested in an in- 
dustriel undertaking many years ago, and part or all 
of the earnings of that investment had been re-investpd 
in the development of the business, the earnings, we 
will say, in the present year, my friend kept on 
repeating, were such a per cent, on the original 
investment which had been meade many years ago, and, 
of ¢ourse, the pereentages which my friiend mentioned 
from time to time were large, as they naturally woul 
Dee 

Now, my submission is that is.a false arcument, 
that one does not make profits to-day on the smount 
that one invested 10 or 50 years ago, that one makes 
a profi t to-day on the capital actually invested’ to-day. 
irl put my money in a benk ten years ago and I draw 
out the interest every year what I cet this year in 
the way of interest is the same, if the rate is the 
same,as it was ten years ago, but if I leave the int frest 
in and let it aeewmulate then the interest I get to- 
is not the interest on my 6ricinal deposit in the babk, 
but it is the interest on what was t ere this last 
year, ~ Now, I submit that is perfectly obvious, a 
that i¢ a false statement -- and I am not using thatl 
in any invidious way -- it is a false statement to shy 
that the profits made this year -- 

THE COMMISSIONER: You mean fallacious, 
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MA, KMLLOCK: Thank you, my lord, I would much — 
rather usé that, I want to minimize the points of 
disagreement with my friend. 


MR. MeRUPR: I think you mapnify them. 


wR. KEDLOCK: Thet is a fallacious statement, an 
it has done harm to the industry, I repeat, to advan 
ana to repeat that statement which my friend did fro 


time to time throughout the hesringe — 


THe COMMISSIONER: What statement? 


oMWR., KELLOCK: This, my lord, that the profit mad 
this year is so much percentage on the Original invegte 
went. I?/'ie not on the original investment. It 
would not have been made except for the re-investmen 
of the profits in the industry. 
‘MR, MeRUUR: That is not what I said st all. 
MR.KELIOCK:; Tohave the ereetest difficulty in 
peing able to understand what my friend does say, 
peceuse everything Iosay my friend says he contradic 
now, if my friend diantyeey it, that is the end ofits 
WR, MeRUTS: I eerteinly did not say it. 
WR. FETTOCK: My friend doesn't like it now any 
better than I dos 
MR. MeQUER: I didn?t sey it. If I hed liked it 


T would Reve ssid ite 


tir, KELLOCK : I want to éehe-tirestly to the 
contention which my friend enunciates at page 117 
of my friend's brief, and as this is in writing perhpps 
we won't have any disacreenients 


oR MeRUER? You will find’ what is there, no doubte 


frum iv TL trol wt yoy sane? 0 eM . 
9 statog edd eximinin of tasy I. | att eu nositor 
| eRe yg Attw suemeeTgac tb i 

ome (tinyen soy auidé 1 UM ae 

as fmomsede srofoatio’ a et ted? :HORGN «Am... | 
savbe oF gteoget 3 -Vitenbal ods of mrad enoh aed gi | | 
ort fib brett ys doldw sasmetate, tedt tasget of bes ag 


__ eatwwed od dpodgimrdt omit .ct exit || ia 
Maemstete tad : MOLGRI MMOD sar po 


| 
| 
| 
| 
| 
| 
; ; 
bam ¢ftozq ed? acti obroL Ya .ehds 2AOQLISE .ABe | 
soved tarts iq gilt Ao agat usotog Mouse cB ai wosy eae : | | 
4 tnoateoval lentatre ett 19 tom @h4t) stagw | 
ioutsovuit-er elev tol Jresxs efem mod syed tan bimew | 
| | | wettesbas ett at a2 Mong ont 20 | 
oils ta bioe i fade 208 8! tad? .A0Ree AM | 
| Ai Blowin ih teeteerg off overt oT cAOOLiGa AM | 
__, AYS8 n005-Suote’ vat tad baptevepan of olde pares | 
| oihet we od eyes baets? eh Xen i naideytove sassood | 
. to bee eit ot fed? st yeey"ahib Srots? wo 31. wos | 
eh We tom Dip veetetio 2 samo wae | 
= wom #2 Balkin MOONEE, too | 
| ces _ oe I, Ras? ss906 | 
pt boxtts bed I oI ott Yor tapas 1 aio 2 | 
ati att Sige arn bison. I 
edt o@ xiteous 9moo of tsom I 0am iM, 
‘NIL egeq te eotatonune baattt ya cette moramtaos | 
ete at ek atts thal bie 7 to 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO - __CANADA | 16694 
) wR, KELLOCK: Perhaps I ean paraphrase it to save 
time without incurring contradiction fron my friend. 
Mma. MeRUER: If you do it accurately you will. 
wR. KETLOCK: As I understand it the theory is 
ae that profits earned over a reasonable return on 
the original eepital should not be allowed to earn 
profit if heft in the business. Now -- 
MR. M@RUMR: No, I didn't say that. 
WR) KELLOGK: Well, I heve a lot of trouble, I 
5 10 thinke 


PH COM ISSICNER: You say you are going to read 


what he says? 
MRS KELLOCK: I said I was going to paraphrase if. 
THE COMMISSIONER, You began by saying he put it 
in writing so it ¢annot be contradicted; what is it 
you are referring to on pege 1177 , 
WR. KELLOCK: The paragraph in the middle of the 
‘page. If I ¢amnot put it in my own language -- 
THE COMMISSIONER: Where he says “it is submitte¢"-- 
’ _ wR, KETLOCK: I am only showing whether I understand 
what my friend is driving at by putting it in my own 
languages 
THE COMMISSIONER: What is the statement you 
question? 
WR. KELLOCK: This statenent -= 
“it is submitted that where a protected industry 
@oes no substantial export business, all capital 
} ereated through the operation of the business, ovpr 
e ) 30 “> end ebove @ reasonable return to the investor on 
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) o ‘“eapital invested by him"-- 
Now, that is his first capital, I would understand 
from that. 
fe— has been con tributed"-- 


MR. MeRUER: No, no; he can leave the reasonable 


ow 


return either in the business or draw it out. It 
isn't necessarily his first capital. I have made 

it if he drew out six per cent and left in four; then 
that four is part of the reasonable return. 


MB. KELLOC 


kK: "Lt ie further submitted that 
protection*t-= 
THE GOMMISSIGNER: You skipped. He says: 
B-- all capital ereated Seeveugh the operation 
of the business, over and above a reasonable 
return to the investor on capital invested by 
hin, has been contributed by the consumer and 
not by the investor". | 
That is his statements 
MA, KELLOCK: That is his statement. 
y cs iy COMMISGIONER: Now, deal with ‘that. 
MR. KELLOCK: Well, my lord, put in that way 
I do not propose to quarrel with that. 
WR. MORUER: When we get down te reading there 
P is not much quarrel about its 
o- MR. KELLOCK: If I am providing entertainment 
for my friend I am also yery haopys what I em 
eaming to, my lord, is if a person in the industry 
that I represent, or eny industry where there is a 
? 20 tariff coneerned, and this industry my friend is 


dealing with, that if a person was fortunate enough 
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to have been able to make what my friend would call 
an unreasonable profit he would be better advised 
to take that out of the business at once and put it 
some place else, 
. MR. MeRUER: No, no, becouse the business will 
return an unreasonable profit so why not leave it in’ 
ME. KELLOCK: My lord, 1 would like to have a 
shert. space. of time without interruption. 
MR. MeRULR; I beg your pardone 
‘MR, KALLOCK; My lord, if you come to the point- 


% 10 


. THE. COMMISSIONGR: I think the gist of the argu- 


ment. lir.. M¢Ruer was making wes that the tariff should 
be adjusted so that the industry will not be able to 
Make more than a reasonable profit. 
= . MR. MeRUER: That is the whele thing. 
MR. KELLOCK: Nobody asks anything else. 
wRy MORUER: That is the whole thing; then, ther 
ig mo quarrel with me. 
"WR, KELLOCK: Well, I would like to be able to 
) aaig address your lordship without so much interruption. 
' PHE COMME SSIONER; You see, that 1s the whole 
thing. Now, go on thet basis, 
WARY KELLOCK: Tam going to proceed on that 


(basis, my lord, put if you are ‘going to apply that 
25 


rs 


h thetry then you heve get to eet down to what is 

"practical, and if there is going to hes any qaes tion 
| as tofmhat is ‘unreasonable profit, in other works. if 
ay friend ts going ‘ have some machinery to apply, 
and x am | in the 3 ingustry ie which bee - principle is 
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the unreasonable . wees are re-invested An the ind 


‘try? The rete the thing 4% Shis; the tariff 


16697 
of it anything that I might think that anybody -- and 
I would have to go to quite an extreme -- 1 would ha 
re teke out of that, and not re-invest in the indust 
in development anything that somebody like my friend 
might come along and say “for the lest ten years 
you have made excessive profit; it is true you have 
bought walnieney and so on but I am going te chop 
eff one hundred thousand or twe hundred thousand 
dollers off the assets invested in your industry 
and I an going to set a tariffx rete accordingly, ar 
you can only sedis a profit as though you didn't have 
that one hundred or two hundred thousand dollars 
there" s In other words, my lord, any such theory 
as that, while it sounds innocent, and in the mere 
atatement of it nobody would disagree with it, 
nevertheless if we get down to what is practical, 
and something that is od to be put into force, to 
apply that would haye the effect of deterring 
the very thing which I understand tariffs are here 


to encourage, that is encouragement of the pinsliatabdhsne 


ea 


ment of the returns on capital in the industry in th 
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bailaing up and ‘development of that industry, if it 
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is a practical thing at all, and I say, my iord, 
that nobody would be foolish enough -= 
THE CGMISSICNER: Are you meeting the point tha 


you started out to mest, the point being whether or | 


not the tariff should allow an industry to make wha 
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allows the industry to make , under proper wanageme t, 
what ought to "be reasonable profits. 

MR. KELLOCK: I agree with you. 

THE COMMISSIONER: Can you say no matter how 
high they are they are nat unreasonable if the 
industry reinvests them in itself? 

MR. KELLOCK: No; “I don't maintain that for a 


moment.» 


THE COMMISSIONER; Wheat Mr. MeRuer hes been sayi 
y | and arguing is that you made unreasonable profits, an 
that even if you aid re-invest them ih your own 
industry by expanding your plant and so on, you shoul 

not ask the consumer to pay additional interest on th 
15 re-inves tment. That is his case. I suppose you 

are going to say that the industry never did make 
unreasonable profits, and it is not trying now to mak 
unreasonable profi tsa , 
not 


MR. KELLOCK: Certainly/for the last number of 
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» » || years that are important, All I say about the thing 


is this, ay lord, that if this theory is soing to be 
put into force -- 

THE COMMISSIONER: You cannot stop at the last 
few years. The last few years, of course, are the 
most important, but the history of past years also 


Will throw a light on the future; so don't forget th 


if this theory is going to be translated into some 
practical ‘action, apart from setting the level of 


Ger. xeTLOcK: No, ALL I say, my lord, 4s 
| the tarilff -- I have no objection to that at all. Th 
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) £8 the "proper way, in my submission, to set the level| 
“of “the tariff, and preventing, if you like, excess 

of profits, if such a thing geo Ee My but if it 
"4's going to be translated into some ren ti oat action, 
5 | spart fron tiat, then I submit, my lord, it will have 


THE COMMISSIONER: What do you mean by practical 


action apart from thate 
“MR. KELLOCK: Well, my friend -- 
THE COMVISSIONER: What have you in mind? 
| || ‘WR. KELLOGK: I don't know. whet is the sense 
of putting forward a theory -- | | 
Tite COMMISSIONER: So long as you are simply 
answering Mr. MeRuer he wound up by saying that 


thé instrument for the remedy which he had in mind 


15_ 
was the tariff. 


MR. MeRDER: I thought I made that as clear as 
it could be, t saia I was asking for no panacea, 

HAE COMMISSIONER: What have you in mind? 

MA. KELLOCK: I don't know, I don't know what 


¥ 20. 


my friend has; if my friend has nothing, alright. 


Al1 I said is if anything is to be done in any other 
way -- ; : 
THE COMMISSIONER: If you both agree we are 
o5. || talking only of the tariff, what should be done with 
| the tariff, then i know you have common ground, but i 
| you are talking of something else you better define if, 
MR. KELLOCK: There is taxation, the income sei 
| is one waye 


d Sto |) MR. MeRUER: That would have to apply to all 


| _ R881 | nema 
fevel eit foe of toi hadi ve at ae ‘recone oft et i | 
sasoxe ,oAtl yoy. Tk pitinoveng ome : ttkeed eff to | 
ti GF tud ,ald Beoq oa grid 8 dose at (et Pox to) | 
soit ae levtéonce Onto & ot wt betafensrt ‘od ot gniog et 


deved ILby th , brol xa xt kndire I mots rf at wort 3 


| ise itecry gd - neem sey ob pane : MMOLE THMOD Fis ae 


~ ane 
ne er TRE iSPRSAsep aan ces hg cP 


“ytedg sett ‘guste HOLS On 
om bape? ym yf Sow swoodnex “aie” ef | 
Ponder ad soy ovat toi : 7 MIMO ce TOY ar 


; 
et 


cates of? ef tedK swony "208 I Moola } rey 
| | es yroedt & ‘prawedl ‘gattdq ne 
“efomrs GES HOY US rok ‘Ok :mMOT erat ee : 
teat griyes. = qe paso ot ‘genie’ < gabrewas 
bata at tad of dotdw youn off coi tacmibtan? ont el 


‘sTisat Gite ope 


i 
ut 


as tselo as falt ebed I tiguost I ‘ite sh” 


| 

| 

| 

) 
 _Bevarag on 10% antdan ase i piss r “ed bitoo tt | 
Post ies gk wey oven s28® : smfor e&taatoo ame | 

tertw west ¢ noe i ronal #208 a " foOLae” ea i «| 
iy 

Tipicte ,ymki on aed bao ke? wm 1 ined lic nt | 
tonto yaw at aaah ad of st b gett yma “t ‘ul SYee 1! ‘ha | 
) -- yew | 

18 ow sexas. tod vey TI mano dita ter fj | 

it iw enoh ed bivode tedw ,Yitaat ont Ae "kes soci | ; 


bee <Sauens, noncoo evo voy woud I mode Titre} one 


i eniteS sedsed soy eele anitdeme to anbils? NOY 
zat enoogi odd. ,cojtaxat ef svedT :A0ULIaI HM 
OS 6 steps pare y a pie ; et 


1 cor F wes SF a. 
Lis ot vigae. of fad Mum tn 2a 


> 


e 


ROBT. BRYDIE 
-. CHARTERED STENOGRAPHIC 
‘(REPORTER 


TORONTO "= CANADA 16700 


companies whether they operated as tariff protected 
ones or net; | 

MR. KELLOCK: It all gets down, my lord, as to 
what is a reasonable profit; tat is all, and your 
lordship has not had any help from my frieng. 

THE COMMISSIONER: Well now, you give me the help 
mR, KELLOCK: As far as the witnesses are 
eoncernea the only expert who might be expected to 
give your lordship help on thet was Mr. Howson and 
he said he hed made no study of the risks involved 
in this industry, and was not in a position to say 
what s reasonable or unreasonable return might bee 


THis COMMISSIONER: You will heave to leave it to 


MR. KELLOCK: I have got to leave it to your lor 
shipe 

THE COMMISSIONER: Well, I will take a few minut 
te think that ocvere 


-- The Commission adjourned for a short recess. 


(page 16805 follows) 
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e- On resuming at le P.M. 


“1 MR. KELLOCK: My lord, I just want to say this 
onconcluding this braneh of my argument - that suppos- 
ing one could say that in times past something in exces 
of what might be called a reasonable return had been made 
| and left in a business to-day and ‘mesial in machiner: 


and plant, the fact, of course, that that is there aft 


the value and has affected the value of the Companies 
shares, and the man that bought yesterday or to-day bo 
on the basis ef that valuatien belag there and that no 
question was to be raised as to the Company being able 


+0 make @ retura on eal Now, if one is to apply 


Bian 


to a conclusion eaat some excess janthincenan ia times _ a 


ices PELLETS NINN 


past have-beon.ihere end are there to-day,-if-tkere~ 


iff so as al icetenniad tee vearep any « to make a 
prefit on the basis of the investment of its capital, 
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Al friend says: 
H 

“fhe result is that the original investors 


\ have no doubt been able, at appropriate times, 
28 to liquidate their bonus shares through the 
Steck Exchange and now they ere idehe distribute 
in the hands of many investors who have purchased 


i them, not from the Company but from those who had 


. 10 them to sell." 
y . 
| And he continues that argument, amd over on the next 


page in the last paragraph, the eopesins part of the 


first sentence is: 
"It is a@iffieult to suggest that anythin: ca be 


15 
done to remedy what hes been done in the past." 


So that my submission is that dealing with the situat 
to-day, the investment of capital that is actually 
invested to-day, that it would be unfair to put into 


practice any such theory as my friend suggests, it w 


cS 20 


be grossly unfair to people who have acquired shares 


in the hundreds or thousands of eompanies operating 


industries dependent upon the tariff and it would amo 


expropriation, 


\to nothing less than 
Well, is not this rather directed 


25 
THE COMMISSIONER: — 


to the future-2unless some measure of investment 
| ¢eontrol is adopted,” he saySe 
MR. KELLOCK: As to the future, yes, my lord, 


30 | 
; THE COMMISSIONER: I mean that is the paragraph you 


are starting to reads He says: 
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|| a0w, whether what is invested now is the result of 


||/the purpose,my lord, of setting a tariff --- 


“It is difficult to suggest that anything cen be done 
to remedy what has been done in the paste" He does 
not suggest anythings 

MR. KELLOCK: i agree with that. 

THE COMMISSIONER: | But it is suggested that unless 
some measure of investment coutrol is adopted promoter 
will be Soon amalgamating silk companies and many othe 
textile companies - 

“promoters will soon be amalgamating and merging 

the sil— companies, the cotton cempanies and 

many other textile companies whose plants will 
justify re-appraisal, with a view to ereating 

new bonus stock to be scid te the public in due 

course, and further applications will be made to 

the goverment for the maintenance ef protection 
to safeguard the interests of widews and orphans," 
MR. KELLOCK: . I am not quarrelling with that. 
THE COMMISSIONER: That is only one meanings 
MR. KELLOCK: I am merely saying, my lord, that if 


you attempt to make an enguiry now as to what is inves 


reasnnable or excess profits --- 
THE COMMIGSIONER:. We have been doing thats 


MR. KELLOCK: Oh quite, yes, but if you do it for 


THE COMMISSIONER: | Unless you know the basis 
how are you going to have any guide for the future? 


_ MR.KELLOCK; I.quiie agree with that, 
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“My friend cannot state my argument 
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My lord, coming now to the actual experience of 
the empanies, I have examined a good many or all, in 
fact, of the financial reports which have been put 
before your lordship by Mr. Howson, and I submit that 
there is on this subject some very pertinent infor- 
mation as to not only profits - your teveekte has not 
heard anything from my friead except about profits, 
but there is to be seen from these exhibits that uot 
only the profits that heve been made but the losses. 
i would just like your iordship - and [| have hed wr. 
Rene turn the §xhibit up for me - i would just like yo\ 
lordship, if you would be good enough to refer first 
to exhibit 1155, which I think is before your lordship 
on the table under the Grief. Exhibit 1155 at page 
and I went your lordship just to look at that. 

THE SOMMISSIONWR: This is not pagede 

MR. KELLOCK: Dealing with tae Hosiery Division 
and it is tne heading, "Total net profit". Now, 
all I want your lordship is to just examine that and 
just see the red figures that are on that gage and the 
number of them and the frequency with which they occur 
in connection with the companies, and your lordship 
will recall - these are Mr. Howson's figures, they 
are what he calls, "Net profits," and they are before 


the payment of bank interest and bone interest and 


| income vars Now, if your lordship --- 


TiE COMMISSIONER: Would you say this is due to 


insufficient tariff? Us not this the particular 
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line of industry which has such a very great proporti 
of the Cariadian market as ---— 
WR, MeRUER: ~ 98%. 


MR. KELLOCK: The Hosiery? 


5 
| ‘TE COMMISSTONER: Yes. 
UR. KELLOCK: ‘Yes, my “lord. 
THE COMMISSTONER: There is only 2% left, Ne 
tariff can give you more than 2%. me insufficienc 
.) 10 | of the tariff cannot be blamed for these figures now, 
Those are the fizures ‘that were given to us; 
wR. KELLOCK: Yes, that is my ‘recollection, the 
same as your lordship. 

15 THE COMMISSIONTR: It is hard to’ conceive a 
tariff, which you can call a tariff et all, that woul 
give you more than thet. | 

wR, KELLOCK: All I am celling your lordship's 
attention to, «s to the situation and as it has beey , 
» . | that is the Wistory of ‘the industry, and it does not 


show exeess profit, shows all those losses. 
“nthe Gommrssrover: “Roughly then, what ¢ould you 
say these losses are due to? If you have 98% of 
25 the Catiadian market they are not due to any insufficiehcy 
of the market. ‘what are they due to? 
im. KELLOCK: “They sre due, my lord, to excessive 
internal competitions 


“wR. WeRUER; Probably bad management. 


“Spa CouMISSTONER: Amy evidence of that? 


- MR. KELLOCK: Well, there is the evidence, my lo 
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~ which I am going to deal with specifically, that so 


think that a visual inspection of the exhibit will 


) which deals with carpets. 


fer as the cheaper lines, what are called the low 


end or sales lines of the output of the hosiery indus 
the selling prices were unprofitable end that brought 
about the agreement to maintain them at a certain levdl, 
that “ne should not go below that. 

THE COMMISSI ON] I see you do not mind vigtris th 
word bites goetae ae 

MR. KELLOCK: | No, I do not mind it. | I was only 
trying to be accurate, my lord, at the tine, 

“MR. MeRUER: $Not trying to be accurate now, 

WR. KELLOCK: I would like if your lordship would 
be good enough to look at Exhibit 1017 which shows 
the same story for the knit goods divisions It is 
page 7 of my uxhibit, on pages 7 and 6. 

TUE COMMISSIONER; What is the heading? 

wR. KELLOCK: "Total net profits,” the same, ay 
lords Now, your lordship will see there again the 
large pane of red figures beth on page 7 and the 
following pages fhere is much more tn proportion 
on the following page than there is on page 7? but even 
on page 7 there is a very large amount of red figures 
which, of course, means losses to this industry. 


I am going to analyse them for your lordship, but I 
it plains, If your lordship looks at gxhibit 1191 


THE COMMISSIONER; What pe ge? 
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MR, KELLOCK: Page 3» 
MR. McRUER: You said Exhibit 1017, pages 7 and 6, 
which dealt with knitted goods. Vell, those pages 


deal with woollense 


: MR. KELLOCK: You are quite right. It was 
Exhibit LOL? and that does deal. vith woollens. 1 callpa 
it knitted goods. 

THE COMMISSIONER: Now, you are on the carpets. 
> 10 | MR. KELLOCK: Yes, which is Exhibit 1191 and my 
g | page Se 

THE COMMISSIONER; That is, "net profits"? 
MRe KELLOCK: Yes, my lord, . There is not any head- 
r ing to the top of the page but it is the third page 
from the front. 
THE COMMISSIONER: Sales, gross profits and total 
net proflts,s 

MR. KELLOCK; Yese That exhibit is not as str 
» 20 ing as the other. 

THE COMMISSIONER: They have not done so badly, 

have they? 

MR. Meruer: The Harding Carpet Company, it was 

= one of the four, it was a new company which just ster 
@d ude 

THE COMMISSIONER: They seem here 611 to be on 4 

profit basis now, is not thet right? 

MR. KELLOCK: Yes, but this is before bond intere 

30 


| interest. 


ic, ee SO. ae 
23) | he 2 <i ae 
aaah : iv 7 a 


"aod es T 


ts 


ae east 

} bas . e939 tuoi a ddtea ‘bias wer dls sa? i: 

Hi ee30q exost .iiew “eRboog botétai d.tw Fleob ‘side | 

| | Hote i, vation aie Haan | 
AE: Hes a + tity be eitup ets ‘ox Oar i 


belies I sanelloow itis tseb eeob teas ban $10E anda | 


.aieen ‘bets tax ve i 


_teunae eae 20 e7s ny oot “yatuoreeinMoo | er | | 
ew bis ets $ hd Dace, al solde +801 “aaa tat 
$7ad Ltoxg ten" v8 ‘teat saa TeSRMOD a : i 


aod yas ton et ORE, . bao ym 20¥ so O.TLiR «HM 7 
oem Sali? ont at a fad eoeg aad 20 go2 ail 69 gat 


 taoxt ead ‘gort, 


Letot ban atitorg ez0e1g alee | 18M do Tee Tua ie 
hs | | "th et tog tea, 
ee ¥ ; ; A Lez i ri : ba P 2 > ee mee “vis ? i y, ; 
yore 82 Jon el tididxe tent = wey sxDOLEY sau i 8 


vided er exob ton evad ‘or | 22 MOLeST MMO rer ; 

‘ ay Te gine a anit fen ; : : 
iia . tyed? eveit 
‘ase ¢2 ,ymegmoo toqx90 Balbuell edt ebtol snk) 


4% 


tase meat dots yenguce vou a aa ti ine? di 6 on 


pm od ot Lin ered moos yal 


> & 


Neier aatiss ar Js sats chp a 


ROBT. BRYDIE. 


CHARTERED STENOGRAPHIC 


TORONTO 


y 


tk 
? 
f 
ie 


» 


CANADA 16713. 


10 


15 


20 


25 


You are talking of what is a fair profits 


MRS MeRUBR: They are all paying dividends, are 


not they? 


THE COMMISSIONER: Are you still saying that a manl 


_ must get enough money not only to pay himself a profi 


but to pay his lenders' profits too? 
MR. KELLOCK: To “pay whet he owes his lender for 
borrowed capital. He must make both. 
“PAR “COMMISSIONER: I thought he had disposed of 


thate That is to say, “if two men have $200,006, 


and one of the men has his own and one hes borrowed 
it frem the bank and he invests it, the one who borrost 
| it from the bank is entitled to make twice as much as 


the other, 


WR. MeRUERS No, not twice as much, I say the man| 


who berrows from the bank gets nothing until he pays 


| the interest on his borrowed capi tal, 


THE COMMISSIONER: Why should he? Do you mean 


to say the consumer in that ease must pay enough not 


only to pay something to the man but also interest on 


the borrowed moneys while im the case of the first 


man who has not borrowed the money, who brought in his 
Own money, he is oly entitled to make a lesser sum 


in net profits? 


wR. KELLOCK: Yes. { submit that the man who 


borrows from the bank or anyone else only borrows with 


“the idea of making profit. 


“He COMMISSIONER: “Yes, but think of the consumy}, 
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Suppose you are in the hands of a userer, have to pay 
him 10% for the mony you borrow, must the consumer 
put up with that? 

MR. MeRUER: I don't think sO, 

THE COMMISSIONER: You will heve to tell that to 
some other inquiry, it won't do heres 

MR. KELLOOK: I want to present the views of my 
clients. 

THE COMMISSIONER: Are you sure you are presenting 
the views of your clients, that net profit must includ 
not only a profit to you but pay off somebody else? 

MR. KELLOCK: Net profits to me is what I get 

d after I pay all the expenses of my business and bond 
€éxpernse and saipeds, 
THE COMMISSIONER: 4ll right, no use arguing» 
* | WR» MeRUER: I understand that argument has been 
| rejected by the Tariff Board several times already. 
» 20 MR. KELLOCK: I want your lordship, if you wiil be 
good enough to look at Exhibit 917, which deals with 
the Real Silk Division, page 5, Your Lordship sees 
the red figures there, particulariy in the last period 
ee 1931 to 1935. I am going to analyse these figures 
for your lordship. Then if your lordship will look 


at Exhib&@t 998, page 5, deals with the Cotton Divisiobe 


Your lordship sees the red figures which show the lossps 
| sustained in that divisions 


| a 37s. 
2) THE COMMISSIONER: There is only one there, Cornw 
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and York Cotton uAlls. 
} MR. KELLOCK: That denast be the right page. 
Headed "Net sed’ on salese” | 
5. THE COMMISSIONER: Shien da only one that was in the 
red last year, that is hiomeet’ and York Cottons. 
MR. KELLOCK: Yese If your lordship looks for 
period 1930 to 1935.6 
| MRe foRUER: You have to remember in regard to 
, © that deta the evidence is they wrote down shat 
oeunkaey in order to ompams sone of the profits. 
MR. KELLOCK: I want to analyse the story in thesp 
exhibits just for a sein’ or twOe These exhibits 
5 show the sales of these companies, and I want to refer 
particularly to tne period 1931 to 1955, and those 
exhibits show that on a sale of $85,192,042 worth of 
textile goods the textile trade lost $5,275,057 
’ *, THE COMMISSIONER: I want to make sure I understanp 
y Os what is the #834009 ,000? is that sales? 
MR. KELLOCK: That is the sales of the companies 
making the losses, in the pericd 1930 to 1935. 
THE COMMISSIONER: That is all branches of the 
2 industry? 
MR. KELLOCK: Yes, my Lora, according to the se . 


4 


exhibits, 


F ie TH COMMISSIONER: Made. losses of what? 


NR . KELLOCK: poy 279, 0376 \ . 


eed 
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THE COMMISSIQNER: On volume of sales of $83,000, joo? 


lt elk seman ndhamnenint he rated x10 ni 
= it ~cetts BG ee 

wt r = sa oF miss t* >" Fai 4 
9389 oly ba ‘at ed # onneo jaAT DOTA a A 


eee. 20 » # Brox, rem" pedsek 
ai esw fed eno une ‘c oved? “EWE TuKoo ane I 
“+820 39 00 x0 bas Lisent0d et tend st90Y tess Ee 


+t 
. ij 


xot adool giaabrol su0y od sker “PROOLTEA +k : 


eet oF ove ot bola 


: - j 
oF —— af tedmomet of syed woY ‘{SRUHOM Mt i 
iF itus cos i 


Pe | 


Wo & 


oe if 


atidtidxe scout aut 0 @anmen B x02 taut, editaxe 


al of tnew I bas ae Rinbiaien pos to Boise eas wos 


eeodt bae ahi of LéeL aes oy ot $ Yraluotineg 


‘to Adt0% ano, sed 206 to else & m0 tests wore ad Rosina 
VEL OGe. gd 
“s¥60 18S,.84 gaol ober ‘oLtsxed wae ee « ottixes, 


f 


_—— 


nes ex0bau I ews onan a tnaw t saMOTRSTIEIOD oer 


| ee ait oF palbreooe ner Ww seY OLD mm 
Shier i be pee din eiage yet ‘Seni hes 


ete ; rt ee. ett hails RS te i : 
 Stentw to ‘poaaol petra A MLS OIMKOS 


5 mod Stom wens al ‘eoneb ive ed yasgmoe todd 
"ad Borg ott to sabe apo ‘ot ‘rebse at wotnevah, 


ond ‘- yiots eg eayiane oe ‘to rt | “1200.42 AM i 


= - ~ de 9 NL AC IT ATC EDEL A TE II TD 
caesarean atesticierigteaiomenoenedaciesinmcndaiensyoleaneer aie apesesec ann DST TS i SS : - : = =~ 
5 = — on : - , . — , ; 
¥ : ¢ s , 
: - ~ . 
4 . 


Peelse todd el i £000 009,88 edt sk teay +50 
gohan quoe odd to f eoise edt ad ‘tod 300.11 mm : 
tf ie Tass oS 

BERL of OBL bolseg edt at fiction exit setae 

ae at eS a Bs face 7. 

ais to sedoaerd ite at ton f -x ot ze. Tso ast . | 
a i eavtsa _ 5 tem 8 y MOL oF seal . 


a a 


LO aan - 7” 


ae 
a 
aq 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


_ronoero enna hip 
> MR. KELLOCK; Yes. Now the number of companies 
reported on in theExhibits are 157, and.in the year 
1931 59 .f those companies showed losses. 
JGR» MeXUER; How many Companies reported on? 
5 


MR. KELLOCK; L37~« that is ah averace figure. 
Sone years one or two more companies than the other 
years in 1952 there were 47 companies that. showed 
losses... In 1933 there wer e oS companies that seecend 
losses, In 1954 there were 57 companies having 
losses, and in 1955 there were 5Q companies with lossef. 
Now, these companies producing that amount of goods 
and selling them at a loss of over $5,000,000, 
gave employment and provided the payroll for their 
workmen during all that. times 

Now, my iord, taking the situation by years, 
" giving your lordship the story for re full period, 

in 1931 the companies which made losses sold $26,288,890 

» 20 worth of goods and they, ase. & loss on the sale of 
those goods of 984976, 784.6 

MR. MGRUER: That is the companies that shoved 
losses on the statements, 

WR. KELLOCK: In that year, 193le In 1932 the 
companies which made losses produced $21,352,000 
rorth of goods, and they sold them at a loss of 
$1,597,468, In 1933 the companies experiencing 
enews ented $10,942,518 worth of goods and they KN 
» 30 sold then at a loss of $546,834. In 1934 the ) 


q companies making losses produced $11,914,771 worth 
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oe pare, pac 
6, of goods which they “nr at a loss of 8379,2486 ia 
1935 the scunentas making losses produced $10,693,000 
cara of goods and cesuahe Lacued of $374,700, and 
: those ames vesting the total sales oe 483,192,000 


that i eave ite lordship one total losses of 
$5,275,000. | | 

Now, my lord, taking the situation by the divisious 
in which these companies are, the Hosiery Vivision 
, 10 in the five-year period sold $7,678,571 worth of good 
these are the companies making losses - and they scold 
these goods at a loss of $325,759. 

fan McRUER: Is that the year? 
is WR. KELLOCK: That is five-year periods In the 
Woollen Division, the Companies making losses in the 
period produced $25,948,925 worth of goods. 

THE COMMISSICNER: They produced that? 
MRe KELLOCK: They produced and sold, and they 
») 20 || experienced a loss of $1,744,304. 
In the Carpet Division, the companies making losse 
| in that Division sold goods to the value of 31,569,67 
at a loss of 746,825. 

25 , In the Knit Goods Division, the Companies making 
losses sold goods to the value of $26,585,755 at a 
loss of $1,621,519. 

In the Real Silk Division, the Companies there 


making losses sold goods to the value of $5,504,569 


| at alosse of $295,491, 
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THE COMMISSIONER: That was real silk? 

ER. KELLOCE;: Yes, my lord, And in the Cotton 
Division, the Companies making losses scold goods to 
thy value of $165504,563 at a loss to themselves 
of $1,241,340, and those totals of sales and losses 
equals the totals which I gave your lordship to begin 
with. 


THE COMMISSIONER: Very well, we will adjourn now, 


-~ The Commission adjourned at 12.50 P.M. to resume 
at Sen Pyle 
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| -- On resuming at 2.30 p.m. 
MR, KELLOCK: My lord, I ¢alled your lordship's 
attention to the statement of losses this morning. 
That hed previously been called to your lordship's 
5 atiention, and your lordship will recall one of the 
things in the Order in Council is the extent to which 
the industry has observed the responsibility of 
earrying'on in times of difficulty, and IT submit tho 
figures do show that ina very striking way, and 
>, 10 they also show, my lord, if the consumer cam benefit 
| by getting goods below the cost of production, then 
the consumer also got a very substantial benefit in 
those years.s 


oad 


My lord, I am afraid I misapprehended whet your 
ig iordship pet to me thig morning with regard to the 
return on money which an industrialist micht borrow 
from a bank, if your lordship had in mind that 
I was arguing that if I borrow money from a bank for 
the purpose of assisting me in carrying on my busines ‘ 
) : and I pey, we WOE say, 7% to the bank, if your lords ip 
understood me to be arguing that I would expect a return — 
of 6% or 5% or 7% on that money so borrowed over and 
above what IT have to pay to the bank then I misunder~ 
95 stood your Lowtents beeause I do not argue any such 
proposition as that at all<¢ My submission to your 
loriship is that if a person in a manufacturing indus 
try borrows money from a bank he does so for the 


purpose of increasing production and selling more foods, 


30° and he would only do that, he would only borrow and 
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b : inour the risk of the’ larger production if he thought 
he was going to make more profits on his own invest- 
ment than he had previously made, and therefore, what 
he would make on the borrowed monies over and above-=- 

5 THE COMMISSIONER: Whet he would make —- 

MR. KELLOCK: What he would make on the borrowed 
monies, by using the borrowed monies, ever and above 
what he would heve made hed he not borrowed those 
monies would be -- either you could say that he made 

> 10 that on the borrowed monies or that he had increased 

| the return on his own investment by reason of the 
assistance of that borrowed money. “hat is as far as 
Et go and no further, my lord, and if I misunderstood 
your lordship, as I think I did, I am sorry. 

i TUE COMMISSIONER: No, I may have misunderstood 

you. In showing me, for instance, the plight of 

some companies you say their net profits were only a 

emellfigure, or did not exist at ell, that they made 

no profits, and in some cases the question arose, 

» well, do you say they must make allowance for what 

they had to pay to those they borrowed from, to 

banks, and on bonds and so on. That is, only after 
they have paid off their lenders that. you can then sa 


that they have made profits. 


, 25 
UR. KELLOCK: Yes, if they have anything left. 
THE COMMISSIONER: You say here they are in the 
red, and that means -~ well, the tariff is not too 
high, anyhows 
30 || °° MR, KRLLOCK? It-4s net too highs 


(© °° PHB COMMISSIONER: And meybe is not high enough. 
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“MR, KELZOCKY Waybe,. 
THE COMMISSIONER: You get back then to what Mr. 


MeRue? was trying to arrive at, and that is this 
question of reasonable profit. His theory is 
E that the teriff should be devised so, if it is a 


gxelaetdive tariff, that it mllows for a. reasonable 
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“MR. EEL LOCK: T agree with thate 
acces SLED LTE DE DIATE, 
THE COMMISSIONER: Now then, I gave you the case 


> . 10 several times and asain this wereee you take two 
| | persons who invest in an industry and one invests 
$1009000 of his own ana the othe invests $100,000 
that hé has borrowed. __ 

WR. KELLOCK: With nothing of his own? 
3 THE COMMISSIONER: Yes, to make the exemple clear 
you have got to have it that way, Afterwards you 
can diseuss, if you like, proportions. He has to 
pay 5% interest on the money he has borrowed. Then, 
suppose you could ascertain defini tely what a reasonable 
’ en profit is and you fix it at 10%, I am not saying it 

is or is not that. The figure has no value. Well 

then, you Come along and you say "no, no, 10% is not 

enough in my case because I needa 15%". 
“MRL KETLOOK: No, I would not, my lords 

THE COMMISSIONER: You would nO te 
“MR. ERTLOCK:’ No, I would not say I was entitled 

to any mo Te whether T borrowed the money or not. All 

x Way aePde We’ Yoraehds Th’ eo Ha Sas what T here 
30 || got as a résult of the investment of my money and 


the employment of additional capital whieh I might 
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borrow then you must -~ 

Ti COMMISCE ONER Take the $100,000 and split it 
in two, Suppose $50,000 is your own money and 
$50,000 is borrowed Wing h 

“MR. KELLOCK: I get 10% om the one hundred. My 
return is only 5% on my own. Let ws see whether my 
arithmetic is right -- 

THE COMMISSIONER; It is 72% in thet case. ‘You 
borrowed fifty thousend and you put in fifty thousand 
| 10 of your own, Now then <- 

4 wR, KELLOCK: That would be 7% to me. 
fHE COMMISSIONER: You say that 18 a reasonable 
proTit? 
MR. KELLOCK: Well, I don't defend -= 
15 Tie COMMISSIONER: Assuming that 10% would be 
the standards 
MR, KELLOCK: Yes, assuming thet 10 would be the 
standard, All I am saying, and I begin and end 
there, is that to see whether or not I heve made a 
y vs reasonable profit or an unreasonable prefit your 
lordship has to get to the 79% figure beceuse that i 
all I gots 
THE COMMISSIONER: In that case, once you fiz 
the 74% figure, but if you borrow your money at 12/- 
. MR. KELLOCK: I could not expect to be in any 
better positions 
THR COMMISSIONER: Then you would be 2% in the rqd 


that year and you could not complein. You should no 


be in business at alls 
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MR. KELLOCK: I would not expect to be in any 


better position, 


THE COMMISSIONER: There is nobody cculd go into 
or any other business 

this business/and say “I am going to make out of 
this a good profit for myself and besides that pay 
off the interest on my borrowings". ! 

MR. KELLOCK: 411 I ask is that i soulieh Light 
should be turned on what I get in the lest analysis 

THE COMMISSIONER: In that case the net revenue 
is a very important factor. Then, the question 
is “who are you and what are you putting in”? 


It arises in ail sorts of ways, Take, for instance 


we used to have in the West a great many small 


mortgage companies loaning money on famm mortgages. 
Well, the ordinary large company was loaning at 
7%, Therefore that was the rate they all had to 
take. The small company would borrow its money 
from the bank and pay the bank say 6%, and then 
loan at 7% or 74% and make its profit out of that, 
pay its expenses out of thate Would you say that 
small company should have asked for 12 or 12% 
because it had to pay the bank 6%, or even 8 or 9? 

MRe KELLOCK: No, what I say is what the small 
company got was not seven per cent. It was 7% : 
less the interest it had to pay 6n this borrowed 
moneys I don't say it should earn any more than 
the other cOMpany e | 

THE COMMISSIONER; I way onee you have fixed 10% 
as a reasonable profit -- 


MR. KELLOCK; Theat applies to everybody. 
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THE. COMMIOGLONER: -- you cannot complain if 


you come out with @ loss at the end of the year. 
MR. KELLOCK: Noe 
THE COMMISSIONER: You cannot come and teli me 
ee ‘well, here is my loss; put up the tariff so I can 


make more”, 


MRe KELLOCK: No, I did not say that. I just say 
looking at existing conditions ~- 
THe COMMISSIONER: Alright, as long as we undere 
’ 10 stand each other. 

MR. KELLOCK: 211 1. want your lordship to do is 
just to look at whatever the standard may be, what 
ever standard your lordship may believe is right, if 
your lordship decides on such a standard; sll I ask 

3 your lordship to go is to say what.the sharesholders-- 
THE COMMISSIONER: But once you come and tell 
me you have fallen below the standard and when I 
investigate your returns that you show me it is 
because you had to pay interest on borrowed money 
> a to somebody then I cannot agree with you, AS 1 say 
you are falsifying the situation unless you simply 
take it to show me you have done that and base no 
Glaim on ite 
oe MR. KELLOCK: Well, one of the things, my iord, 
that I find in.the Order in Council, as 1 read it, is 
that one.of the things that is to bs inquired into 
is the matter of profits, 
‘THE .COMMISSI ONER; Preciselye 


30 MR. KELLOCK; From the standpoist of the indust 
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aii i am going to do is to present to your lordship 


— oe a Sete es 
the ores from the standpoint eae ey peewee 


waa they have madee 


ui SOM Iss: Ton NER : Without analyzing them further 


56 uR OK CELLOC 7K I em going to analyze them down 
eaieeitaienieeiedineaneniar aR eyes esecpe 


to the point which I think is the last step, what 0 


a gaia Aes a RRR SES HOE RS shar aig ep eR SE aa PERIGEE Sai. os 


shareholder 206. 


SS 


THE , COMMIS TC NER i may or may not be; however, 
gO one 

> 10 MR. KELLOCK: My lord, in dealing with the 
exhibits prepared by Mr. Howson, and of course your 
lordship eppresia ts the figures I gave your lordship 
this morning as to losses are just taking Mr. Howson’ 
own figures ris aoe from his exhibits, in dealing with 

. the exhibits pr repared by Mr. Howson they show 

revenue ~=- 

THE COMMISSIONER: They show what? 

Mn. KELLOCK: Revenue against capi tal employed, 
and my friend uses that set-up,for want of a better 
word, SOREN y Now, the exhibits do net show 
and my friend's brier does hot show what the capital 
; employed is. Capital employed is used -- we have 
| found out by cross-exemination that it includes 
25 eapi tal obtained from any source whether it is 

through the bank or any other lender, bond holder, 
and as well as the shareholders, the investment 
contributed By the shareholders. ‘Thet is what 
capital ‘employed ineludes for one thing. Now, the 


30 revenue “figures” com 


ion sell | 


asvat 
qitedrol 2H0% of Shooetg oF 2b 6B 08 gator a 4 ite 
edie mn itches ae 


sinnnccaiee 
eras Yonerme ety fe Faloqhante edt ont ‘etiton edt 
tea een 
ey ‘* -eved yodt t adt 


codétvt modd yuteglads Sued ft :HanOreeDMOT we 


meh sete @itlsa8 ot gntes aaT) peu aM” |e 


en a 


te 


odd neta tak ae a inhi I dome tafog eit OF 

pT Tak il 2 ek Qhegeeesealeneds | 

rove wd ;e ton canto “ysl 92 1 mUMOREST INS “ame a | ae Jae . 

eft déiw saifooh at ,brol yt wieditaioymr ss for 

<HoyY eateoo te bee ,toewoH ‘1M yd Setaqerg avididze 

tfsmeol thoy sveg I eeres ft fF tofsiosree@ qifedtel | 

‘moewol! .7M yabfes text ond goenol of as Gubirem ahdt 
adie enifses af oad bd free olf ert eae eomyit se 


| | or ef 
vote Yedt nouvel «ti yd beteqetq ef ididve en? 


Coie wede yedT imaMOTeTMOD HT” 

 bovolome fat qed dettane etiteve™ ; WOOTITR Vi 
rotted» to Pnow Tet iqu-tes Tadt dea Suet em Bas 
wore ‘Fou Oo a9 td bexo ett (xm vduoilg sorestt now | 
fatiqse off tadw- deidéi: Pon neob aetad a beets? tet bets | my ie Mi : 
evel ov =~ Bees &! Beyolatid [eFiqgds “> sak béyoceud | eae . 
‘gobslout ¢! gedé motdentmexe-evoto y¢ tuo Baitot | | 
al tt xedidodw cousoe Yus Hort bemtatdo Eb3 tqao 
° gepfod bred yteSael vedo ¢ns 16 dand eft dguordd | 

| SGmentdownd ote jetta accent ONE P sentation 
tedw et ted? rexe Lenvisia edd ~ 
edd ,roll  spaid? sae te? tebe 
| wee wah fa ng Ramen oe - 
See! 5 Ue teamed at Mk 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO - CANADA 16726 


10 


15 


20 


25 


TSE COMMISSIONER: That is what capital employed 
includes according to Mr. Howson's way of dealing wit 
ite | 

MR. KELLOCK: Yes, and my friend's brief. in 
the figure of revenue, which mx the exhibits call 
net revenue, and which my friend calls net revenue 
er revenue or return -- those are at least three of 
the words my friend uses -- that figure of revenue 
is revenue for the entire year at the point -- it 
stops at the point before considering the expense 
of.eny.part of the period that the company has incurred. 
fhat.is, it. stops before you take out bank interest 
er bond interest and income tax, and I am going te 
discuss that later one 

THE COMAISSIONSR: Are you sure? . 

Uk. KELLOCK: Yes, my lor. 

THE COMMISSIONER : When are those things saccounte 
for, in the following year? 

MR. KELLOCK; No, the figure of net profit which 
my friend uses and whicn Mr. Howson calls in his 
exhibit "net profi t'-- 

THE COMMISSIONER; I thought you were telking 
of revenue now | 

MR. KULLOCK: Yes; well, revenue is the neXt proffit. 
The exhibits call it net.profit, and it is before these 
items. Now, there was an exhibit which Mr. Howson 
prepared at my request showing it after these things 
had been deducted, and in the exhibits your lordship 


will find in looking at the exhibitsthat the figure qf 
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net profit in many cases will be below the page -- wi 
be in the centre of the page and after that the 
exhibit. goes on to bate "applied as follows, interest 
on loans, interest on bonds, income tax", and so on. 

THe, COMMISSIONER: Dividends. 

MR, KELLOCK: Dividends and so ome _ 

THs COMMISSIONER: Isn't. that the proper. way to 
apply. it? Anyhow, that is the way you are dealing 
With ite. . 

Ma. KELLOCK: That is the way. That figure of 
revenue or net profit is the entire figure of revenue 
fer the full year but the figure of capital. employed 
is.not. itis the figure in existence in the case 
of every one of these individual companies on one day 
in the year only, and I. think that day -~ I will be 
corrected if I am wrong -~ is the 3lst of December in 
each case. lio, itis the closing day of the compeny{s 
year, but it is the figure in existence on one day in 


the y6éare 


HE COMMISS IONER + .As capi tal enployed? 

MR. KBLLOGK: Yes. Now, accordingly my submi ssidn 
is that even using that basis, if your lerdship think 
there is any value in it fer comparative purposes or 
anything else, 1% does not give you the prover result 
taking the figure of revenue for the full year, and 
the figure of capital employed for a single dey in th 


year, and if you wanted to use that system you should 


| average the capital employed throughout the yes re 


I say that for this reason that it has been mentioned 
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in evidence ~~ take a ¢omoany, any of these comsenies 
that have large emounts of aehey invested in inventor 
They do not heve that money constantly davuahad in th 
inventory throughout the year, There are seasons 
in the year where there is a big investment in the 
inventory, where the inventory is high.  DBelivertes 
aré madé, the inventory is realized and that money 
comes in, The company does not leave thet money 
idle in its hands because they can put it out on call 
loan, or put it in a bond, béarer bond, or something 
of thet kind until it needs it for the purpose of 
inventory agains The company is doing only the 
proper thing. 1% is keeping its capital at work an 
pringing in revenue, So that if you take the ficu 
of Capital employed ard it happens to be at a time whbn 
the company hes had a much larger part of its capital 
tied up in inventory it does substantially affect 
| realized 

your capital/on the dey you happen to pick for your 

figure on capital employed and then to set your 


revenue ‘against thet fiscure, The reverlue has not 


been earned only by the employment of thet fieure off 
capitel but it has been earned ds well on the capital 
which was invested for 2 large part of the yer in 
- inventory and which has been realized. 

THE COMMISSIONER: You mean, Go you, thet the 
amount put aside and called cepital employed on the 
lest day of the year is too smell? 

‘ME. KELLOCK; Too small, 


30 THE COMMISSIONER: is that unifom in every case? 
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MR. KELLOCK: I connot say that. 

THE COMMISSIONER: You mean it might be too small 

MAR. KELLOCK: It might be. 

THE COMMISSIONER: Might it have been too large? 

MR, KELLOCK: It might have been. 

THE COMMISSIONER: Is there any more practical 
way of getting at the amount of capital? 

wR. KELLOCK: My submission is the only proper 
way is to average it throughout the year. 

THE COMMISSIONER: Have you filed anything here 
based on that?— 

UR. KELLOCK: No, I am attacking it from another 
standpoint. IT do not agree, with all respect, that 
thet is the proper way to get at anything that is of 
value, but it hes been used, 

THe COMMISSICNER: What is not the proper way? 

WR. KELLOCK: That is,to take the capital employ 

THE COMMISSIONER: You mean even on an average 
basis? 


UR, KELLOCK: Even on an average basis; I say that 


used, and I just want to point out to your lordship 
the infirmity in the very methog which has been 
employed. | 

THE COMMISSIONER: Do I understand you to say 
that the relation between capital employed and retu 
is not the proper measure fo getting at the prosperity 
or adversity of the company? 

MR. KELLOCK: Yes, 


THE COMMISSIONER: How would you go about 
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, , / | “ascertaining whether or not a company is on a profita 


ews fs beatin 


basis or not, ant to shat extent it is profitable? 


ho _ UR. KELLOCK : My ae, is wet delta lord, tha 
y ; 


if the proper way is to take the capi tal that belong 
i ae elaine sittin ; 


i a al Panna 
| to the shareholders and eon out what is the return o 


that. 
a 


THE COMMISSL CNER: What do you mean by capital 
belonging to the an ego gee: 


MR. KELLOCK: Capital that has been invested by 
EE OR os cay 


ik il it eT = Sitaram ees 3 
the sharcholder tren the beginning and any aecumulate 
= eee ee SNe HAS RT RASTA EDEL NE cist ‘ geese 


profits \ whish he has as left in _the industry. ; 


— cise 


wiesarene 


od 


at 
i an ee AMIS, 


} wr. MeRUSR: That 1s $500,000 in one ease. 
THE COMM SSIONER: Thet is just what 1 thought yo 


eb jected to Aaing in one case, at least. 


15 MR. KELLOCK: No, I don't think s0. 
MR. MeRUER; Or nothing in the Penman case, 
wR. KELLOCK : I don't think so, my lord; I am 
Oui te satiaried to he fudged in that way. My submission 
* when ae ravaged in Council speaks of profits itis 
b) 20 | the prefit of the Aphantcer and the profit of the indudq= 
try is the profit of the shareholders and the profit 
of the shareholder is the return on his capital in th 
business. 
THE ComISSTONSR: i aon t know how far you mean 
25 


to go with that. haves have @ finetuating value. 
MR, KELLOOX ; I do not mean the harke t value at a 


Ti COMMISS TONER: niepaag.: the capitel he puts in 2 


a ee el 
is what he pays for his shares. _that do you mean 


then by the shareholder's investuent? 7%.2 amy 
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y I —, fortunate enough to be able to . that is my 
investment there. if they ao Mp on the Hee Fo 
next veer —— : i. 
MR. KELLOCK: That is different. 
5 THE COMMISSIONER: I mst always get a return 
on that investment, no matter what Bie Rroreign 
MR. KELLOCK: Noe bese 
“TPHE COMMISSIONER: Well, what is it? 
MR. KELLOCK: That is your lordship' S$ investment 
) 10 in the shares, but that io an enti rely different think. 
| “THE COMMISSIONER: That is, 1 am a shareholder then. 
MR. KELLOCK: Your Sankahte only steps into the 
shoes of your lordship's predecessor. 
THE COMMISSIONER: My predecessor might have died 
15 


50 years AZO. om thought you were trying to get aw 

from that and allow the dead. wnat to bury its dead. 
MR. KELLOCK: Whet I am saying, and I saben. it 

is sound, is that the thing that is of value is that 


profit that the shareholder has on his investment, an 


> ae 
| 


when I say shareholders I mean the shareholders as 2 
group. I mean the vody crekne the. I moon the 
companys in other iasanid the profit which is avail 
| able for distribution among the shareholders whether 
jee | it be distributed or ; tote 
°**TR COMMISSIONER: How are you going to fix that 
capi tal? You won't take the amount whi ch the share- 
holder pays for his ‘aaaree and aa the pale LF. 
toxethar. You say thet is not right. 
30 | MR. KE BLLOCK: The value ‘of the assets behind the 
| , b baa | é 
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THE COMMISSIONER: Mr. Howson has another 


menu el you say that is not right; what is right? 
MR. KELLOCK: What I say, my lord, the value of 
the assets of the company behind the shares, 
THE COMMISS TONER: Just the value of the assets; 
that is the factory and the land and the ma chi nerye 
MR. KELLOCK: Less liabilities, the shareholders’ 
equity in the company" s assets less liabilities. 
MR. MORUER? The eoumon stock equity you meane 
} , 10 UR. KELLOCK: I do not mean the eonmon stock 
> equity. My friend should not put that in my mouth. 


I mean the shareholders! equity, and in my brief, my 


lord, when I come to it -- 
TIE sername NER: Then, you mean the sarees 
15 the tangible assets. ee eee 
YR, KELLOCK: Not only tangible. 
ik ee = 
_ THE COMMISSIONER: Wall, the assets, the property 
atabdvatin. good will, I suppose you would say. 
MR. KELLOCK: No, when I come to deal with it, 
.) oo my lord, I am only taking the value of the shares, 


and if the ecaapany has surplus assets over and sbove 
that -- 
THE COMMISSIONER: You say the value of the shares. 


MR. KELLOCK: That would be the var value of ths 


: shares plus any surplus that is in the ¢qsapany -- 
THs COMMISSIONER; There is no par value to mode 
shatetis They are bough? and sold without any par 
vate | 
* MR. KELLOCK: One ‘ean go back to the point where 


they had a par value 9: but that doesn't matter. You 
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4nvested outside the business, and ‘ir. Howson 


‘the “same time that the company has its investments 


You can take the assets of the Garpany less its 
liabilities, and thet is the sha rehelders*’ equity, 
and thet, I submit, is the shareholders’ capital, 
the ¢onpany's crepitdal, and it is the return on that 
which gives the true picture. 

One other thine with regaré to the ecapitel en- 
ployed which my friend uses. It is the same sort 
of thing as the illustration in connection with in- 
ventory thet I gave your lordship, but it is differe 


Suppose these corimenies borrow -- 


THE COMMISSIONER: Have you worked out any sheet 
of any sort on the basis you sre puttins forward now 
to give me an idea of what you would arrive at? 

MR. KELLOCK: Yes, my lord; I want to come to th 

THE COMMISSIONER: You come to this again; you 
are not at it noWe 

“ WR. KELLOCK: I eam coming right up to it, but I 
want to point out first the infirmities, what I rega 
as the infirmitiés in the method used, and another 
one, my lord, is that these companies frequently 
throughout the year have borrowings fron the bank at 
one veriod which they would not heave at another. 
Now, my lord) the compeny may have what you might 


call free funds which are invested. ‘they would be 
eliminates them but I do not quarrel with that. At 


it borrows from the batik because it borrows for 


temporamy purpeses during the year. It is a eonvenjent 
Rite 
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thing to do, It is the only praetieal thing te 


d@ because the company cannot be selling its — 


se¢urities and using the money for a couple of weeks 
| ora month aiid then re-investing 1% in investments, 
5 | and losing the investment in the meentime; so that 
these companies borrow periodically and irregularly 
throughout the year in accordance with the demands 
of the business. If one takes the eapitel 
employed on one day arain you might be taking a 
, | 10) | figure whereas the eetual capital employed, if you ar 
eoing to include it from ali sources, in eleven 
wonths of the year micht have been very much larger 
on the @ay on which you take it -~ 
THE COMMISSIONER: On account of these borrowin 
% MR, KELLOCK: Yes, my lord, if you include the 
borrowings in capital employed, My submission is 
you cannot begin at that one day of the year but you 
ourht to average it if you are going to set up ageingt 
’ nl that the total revenie in the year’and say the reven 
is so mugh in pereceritege of the capitel employed, 
as these exhibits do, and my friend has adopted them 
in his presentation, Then, my lord, it is to be 
rémemb ered als a 
25 | ' “" qure COMMISSDONER; According to Mr. Howson's 
way at the end of the year you have got rid of all 
these things: Your temporary borrowings are not 
‘there. maida 
| MR. KELLOCK; Mey or may not be, ~~ 
sti / °°" qEE GOMMISSBONER; Well, he has not considered 
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| MR. KELLOCK: He has not considered them at all, 
just has taken 4¢ on one day, whatever he finds it 
to be. 

THS COMMISSIONER: On that day the fact remains 
though that these things are not there, are they? 
He is taking the capital employed on one day. You 
say by taking it at some earlier day he would have 
found monies borrowed from the bank there which 
he does not find on the last day? 

MR. KELLOCK: He may or may not find. All t 
say is he finds a different situation on one day 
of the year whieh he would not find if he averaged 
the thing. 

THE COMMISSIONER: On the last day there it ise 
You have this capital, and you have everything else; 
what you might call the temporary aecretion of the 
capital is gone. It is gotten out and it is paid 
fore 

MR. KELLOCK: But the revenue, the profits 
have been made on that borrowed capital, and if you 
appt the revenue ageinst the capitai at a day 
when the borrowed capital hes been repaid and say 
thet revenue has been earned on that figurez that 
isn’t correct. 

MR. MeRUER: We do show it in our exhibits 
without bank comment and without bank loans. 

MR. KELLOCK; IL am not dealing with that at all. 

MR. McRUER: That eliminates entirely the ques- 
tion of this temporary fineneing, What they have 


paid for the temporary financing they have paide 
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Then, it is taken out of it and it is shown without 
bank interest and without bank loans, and in 
parbbin cases you cen take the earning is hicher 
wien you take the bank loan into consideration 
Ragan they have mane more than the amount they 
have pata the hades 

MR. KELLOCK: If my friend had used in his brief 


the figure or net re Ss te after payment of bank 


interest, bond interent and so on, I would not be 
6 wasting his lerdship's time. I am directing my 
) attention now to the method which my friend has 
used, and q ani pointing out, or trying to point out, 
the infimmities in it, 
wt There is another Asis my lord, about the figr 
7 of Capi tal employed whieh is used, and thet is it 
inaludeg tangible Capital only, All good will, 
patents -- 
THE © COMMISSIONER: Give me one of those sheets 
where the oops ta employed is set out. 
’ = MR. MORUER ; Take exhibit S984 
. ASLLOCK: I have got 1082 in front of me, 
my lon. On page 2 of exhibit 1082 your lordship 
sees that the rent starts off with working capital 
ai so much, fixea assets less Gert ott atl oe reserve so 
much. Adding those together one gets the capi tal 
employed in the nag ales Nowk, the company has in 
mansion to that outside pete ee goodwill, paten 
trade narks, ete, a ers oe in subsidiary companies 


30 of additional pee. and then they Sake off invest-= 


| ment in per sivenden to subsidiary companies in this 
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division whieh would be a repetition if it was left 
in. They get the total aapital. investment 
and it shows then the distribution as to how that 
tetal capital investment is made up. Then, going 
down to the foot of the page the exhibit goes back 
to capital employed in kee industry as above and 
that is the third di ioe on the page. That is 
the working capital and the fixed assets less 
depreciation. Then, the exhibit takes off from 
9 ze , that any appraisal write-ups and gets the ficure 
of Capital employed in the industry, as adjusted. 
Then, if your lordship turns over the page your 


Lordship sees at the foot of the page the ratio 


is of net profit from operations to capital employed 
in the industry os ad jasted for appraisal write-ups), 
so much. Now, the net profit -- your lordship goes 
up to the first subdivision on that page. Your lord 
ship sees the total net prefit there and then below 
) 20 that it hins*applied as follows". That is, the bond 
| interest has not been taken out of it and income tax 
in this case have not been taken out of it, and 
that net profit before bond interest and income taxe 
is Renitet ae a percentage of this adjusted capital 
25 employed in the industry whieh, as I have pointed ou 
is at one oe a the sian 
“mR. MeRUER: You will notice he has deducted 
interest ou loans before arriving at the net profit. 
MR. KELLOCK; In this particular ease he as 


deducted interest on loans, but not in connection wi 
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the individual companies, This is an exhibit 


which deals with the whole division and the method 


employe here when dealing with the whole division, o 
the companies that are in this, the reporting 
a. companies, the interest on loans is teken out before 
the net profit is herd ved at. The bond interest and 
ineome tax is not. ‘When the exhibits deal with | 
individual companies ‘then the interest on loans as 
weal as the pend interest and income taxes are not 
9 10 | taken out before arriving at the fieure of net profi 
i and the loans are ine lu dea in the capital. 50 
that the method hapleved ih dealing with the individu 
ompantes 12 not the same as the method employed in 
dealing with the industry as a rope 
a MR. MeRUER; 1? we used the other method then 
you could not group them in this ways 
| THE COMMISSIONER : De I understand in the case 
ef the individual compvenies the loans are addea to 
the ee pital? 
MR. HOWSON: Yes, sir. 
THE COMMISSIONER : You get it that way theme 
MR. HOWSON: We did not have complete informatio 
on the whole group; that is why it had te be set up 
95 this Waye | 
| THE COMMISSIONER: It comes to the same thing 
in the eane of the individual company. The loanis 
considered part of your capi tals. 
MR. MoRUR : We could not class seke ther "ts 


30 || different methods of financing, one that finances by ( 
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y bank loan and the other. . if we put them in a 
| composite statement. such as this it would not be 
right. When we are dealing with an individual 
colipany we can set the whole thing out because we 
know its affairs. 
MR. KELLOCK: On page one of this exhibit, my 
lord, the preceding nani they start, off with working 
reserve 
capital and fixed assets less depreciation/and we 
get this figre of capitel employed in the industry. 
* THE GOMMISSIONER: In the case of working capital 
loans are not included there, (r, Howson? 
MR. KELLOCK: One cannot tell because if you go 
down the page -- 
THE COMMISSIONER: Just a minute; were loans 
15 included in the expression “working capital"? 
MR. HOWSON: Bank loans are not ineluded; loans 
other than currente 
THE COMMISSIONER: Yes, permanent loans, iong 
term loans, Sank loans are not ineluded there, 
» = Ba WH. HOWSON: Noe we deduct bank interest in 
the next statement, 
MR. KELLOCK: Then, when you go to the individual 
company you do include bank loans. 
MR. HOWSON; Yes, because we had the information 
‘ in these cases and we did not have complete infor- 
mation herés | 
MR, KELLOCK: Se.you have to remember thet in 
looking at these exhibits, if you are looking at the 
exhibit that deals with the whole division its 


borrowed capital, so far as bank loans are concerned, 
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y S they are apparently not in the capital employed, but 
you go to the exhibit that deals with an individual 
company and it has; so there is no uniformity in 
that respect. 


5 THS COMMISSIONER: No, it all depends on how the 


subseduent items are written. 

MR. MeRUWR: It makes very very little difference 
on the percentages of earnings mywaye 

THE COMMISSIONER: It wowld imerease the working 

9 10 capital in the cese of the individual compeny that 
3 borrowed moneye 

MR. KELLOCK: Oulte so0« 

HE COMMISSIONER: That ought te meet your desires. 

MR, KELLOGK: Ir it was througheut the year but 

8 if it is hit or miss on a particular day -- 

TH. COMMISSIONER: You compile me a deeument tha 
will take it throughout the year and make it absolute 
ly aceurate, I will be glaa@ to have ite 

MR, KELLOCK: My submission is these exhibits 

> ¥ | dealing with capital ought to have the average 
| throughout the year if you are going to use that 
method at alle 

MR. MeRUBW: Zhet would be a complete impossibililty. 

as You would need a statement of their bank loans every | 

dey of the year for ten yearss 
SHE COMMISSIONER: We had other accountants befo 
us besides Mr. Howson and nobody offered to do a thi 
ike that. J cannot tell what it would produce, whqth- 


er it would better your position or weaken it. 
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MR, KELLOCK; «uite sos; all I em saying, my lord 


THE COMMICSIONER: I am going to have to use 
it now, 

Lins KELLOCK; Yeu cannot even get a true 
application of that methed unless you average them, 
it is no exeuse to say it would have meant a lot of 
works 

THE COMMISSIONER: I don't know -- as @er as the 


Dominien Textile Company is concerned they will speal 


tell me. as far as you are coneerned this is all 
i have before me, 


MR. KELLOCK: . am going te present to your lord- 


ship what the shareholders got. My lord, there is 


another thing te resember about this figure of 
capital employed, tat is; it ineludes only tangible 
capital. .i just want to give your loniship an 
illustration of thats 

THE COMMISSIONER: “hat do you mean by intangible 
sapi tal? 

WR. ALILOCKE: Intangible capital would be the 
value of good will, i mean real good will, the value 
of patents and trade marks, They are eliminated 
in every case. Your lordship saw they are not 


included.in that exhibit we just looked at. I just 


want to refer your lordship to one piece of the 


eross-examinaticn on that point, just a few lines at 


,12153, line 12s 


"Qe ir. Howson, have you attempted to value in any 
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y | > way the asset which the present ¢anpany"s- this 
| xefers to Belding Corticelli, my lord. it hed acquir 
the assets of four other companies as going concerns 
and whieh did have valuable trade marks, 

5 | "G, Have you attempted to value in any way the 
asset whieh the present company got when it bouch 
the business of the preceeding companies? 

Ae No, 1.was. just taking the company's own figure 
for these values". 
9 | 10 .» THE COMMISSIONER: Well, for these values; wasn! 
that fair. enough?. 
WR. KELLOCK: Yes, my lord, but it is the rest o 
it I em interested ine 
"Q. Well,.in eliminating goodwill of some $940,0 
ie which appears in the company's books have you 
done that. without attempting to find out whether 
or not that goodwill had any value or not? 
You just discarded it? 
Ae dust discarded it, yes.” 
So that is intangible capital, whether it hed a value 
or not, that is only an illustration. Mr. Mowson 
: used the same method throughout. Intangible capital, 
| whether or not it. had a value, is simply deducted 


6 


| from, capital, employed notwithstanding that it was, paid 


25 


for either by shares or in any other way. It has 
simply been deducted, and therefore one, has to remembe 
| thats 
| MR, MeRUER: Vihat was paid fer those shares 
| that were issued on that? 
-» MR, KELLOCK: One has to. renember that in 
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connection with considering wheat capital employed, 
las sea means. I am just pointing that out to your 
|Lerdship. 

Now, it may be your lordship may consider that 
the m thod adopted is of value. it has been sugges te 
it is of value because you can get a comparison of 
some sort, ity submission to your lordship, for what 
it may be worth, is that that comparison is not of 
great value, if it is of any, that the final analysis 
must te made on the basis of the returns to shareholderg, 
and in eny comparison which one makes, my lord, one has 
to keep in mind the difference in the product of a 
company, the difference in operations of 4 company, one 
company as compered to another, the difference in the 
degree to which a company fabricates a product, a 
raw material; all that makes a tremendous difference 
and may account for all the difference in the earnings 
of the two companies. 

So that if you take a group of companies in any 
ene division and you lay them out on this conparative 
basis you have still got to consider that the differing 
results mey be due to the difference in the material 
used, or their operations, 211 those factors, That 
must be kept in mind, and thet is all I point out to 
your lordshipe 
| Now, my lord, there is another thing about 

neluding borrowed capital in the figure of capital 
Which you look at for the purpose of seeing what your 
earning on that capital has been, Your lordship knows 


this very well, and I am only mentioning it briefly, bu 
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earnings @F the companies -- I mean by that the 


25 | 


jenterprise in any way. The persen who is in the 
lbusiness, who assumes the risks.of the business, is 


the Shareholder. He has to assume the risk of the 


lone's attention on what the sharsholder is able to 
ido and has béen able to do. Now, my friend does not 


present the point of view as to the result of the 
. to : 
corporate shareholders -- at all. He uses these 


which cover these so called representative companies 


lit is important to bear in mind that these so called 


a er itis inepnarta nis and that is that money borrow 
by a company for the purpose of increasing its sales, 
er whatever it may be, in connection with borrowings 
of that kind there is no joint venture between the 
lender, where he ds'a bank, and. the borrower, or a bond 
holder and the borrower. I% is not.a joint venture. 
There is no division of the return on that capitale 
he ereditor hes got to be paid whether the borrower 
pets any money or not, and therefore i submit that is 
gnother objection to ‘using capital whieh includes 
eapital from borrowed sourees whieh is a debdt which 


must be paid by the borrower, and it is not a joint 


debt and the risk of being able to pay it back with 


interest, and my submission is that one should centre 


other figures entirely, and in dealing with the exhibit 


representative companies are the more successful companjes. 
That is the evidence of Mr. Howson, and I have the 
references Here if your lordship wants them. These 


representative companies, I submit it is a misuse of thet 
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word. Representative companies would be represen 
ative of the experience of the entire industry. 

It does not mean that as applied te these exhibits, 


It means the experience of the Hore successful 


companies, and I ask your lerdship to keep that in mina. 


‘nother thing, my lerd, is that these exhibits 
do not deal with any companies except the companies 
that have reported here, and they do not deal with 
Companies which have passed out of business during 
the period under investiga tion. My. Whiteley was 
good enough to prepare a list of the companies which 
have come into being and gone out of being in the 
period, and I think thet is before your lordship 
although I don't know that it has been marked as an 
exhibit, 

MR. MeRUER: You do not expect proteetion for th 
do you? 

MUR. KELLOCK: I think perhaps it might be marked 
as an exhibit. 

SSCRETARY WHITELSY: It has not been filed as an 
exhibit. 

THE COMMISSIONER: We better file ite 

SECRETARY WHITELEY; It is downstairs. 

MR. KELLOCK; Then, my lord, I want to come to 
the first page of section "Dp" of my factum, and I 
point out there some of the things about thes- 
exhibits which the exhibits do not explain, and that 
one would have to know in reading the exhibits. 


WRe M@RUER: Section "D"7 
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wR. KELLOCK; Section "DD" « 
THE COMMISSIONER : Finances and Taxation. 
wR. KELLOCK: I say that my friend oe 
"--through the Commission auditor has presented 
5 ena statements to the Commission purporbing 
to show, amongst other a A the capital inves 


ted in the Industry, the results of the operatic 


of different manufacturing groups and of individ 
companies in the industry over a period of ten 
» - or more years including the gross and ne et profit 
and the relation of these profits to the capital 
investede rt is submitted thet in « great many 
cases these avetene ate axe drawn up in such 4 
ie way chet the profits shown appear much greater 
than they actuallywere - in fact, in scarcely 
one single Licohenien a correct presentation 
wisi of the earnings of a company or of a divie 
sion, Aecounting phrases have been used in 
especially restricted senses without any indic- 
ation that such is the case and ratios have 
been set athe by side which are not comparable 
without any indication being given as to the 
oy apne of the variations. There are 
25 | numerous bane eee of these inaccuracies many of 
| whi ch were brought out in eross-examination of 
the Commi ssion auditor and others whieh are 
apparent to rhe who studfes the statements. 
Under shene e¢ircumstances it is ‘submitted 


that the statements filed by the Commission 
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"auditor cannot be relied upon to show what 


the pees of the Companies really were during 
any of the years and therefeare that the 
Commission has not received in these state- 
ments the information which it shouldhave to fo 
a iorsiewce opinion as to the profits which have be 
actually earned by the textile industry.” 

MR » MCRULR: Do you propose to substantiate that 

statemen t? 

MR. KE “LLOCK : I aQ.s 

10 | ; 

Tah COMMISSIONER: That is a rather long and 
pretty severe indictment of the auditors. 

lik. KELLOCK: I am going on to give your lordshi 
some detailss | 

15 MR, MoROER: I hope my friend will substantiate 

it. it is a very serious charges 

MR. KELLOCK: I ean tell my friend now that I an 
prepared to substantiate anything in this brief. 

MR. MeRUER: I hope you are. 

20 |i MR<s KELTLOCK: "Without in any way attempting to. 
be all inclusive, some of the errors in prineipl 
or in fact are set out below”, 

The firs st is net profits and I am dealing with this 
| question of deductions which out to be made before you 

“is | should use the phrase "net profit", 

i Throughout the statements the term ‘net 
profit’ avevars many times without any qualifice 
ation, Actually in the sii enh submitted 


this is rarely used to mean the actual net profi 
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Pight.now. Now, a company; on account of the way 


“of any companya or group of companies. ‘Net 
» Profit* means only one thing, the balance available 
for the proprietors or shareholders after ineludi , 
all the income and all the expenses of a company, 
the amounts provided for income tax and any bona 
interest paid". | 
And- there is plenty of authority for that, 

THE COMMISSIONER; Right there,you see, you must 
bear this in mind, that it is one thing for a ¢ompany 
in dealing with its own shareholders to sit down 
and say they have made no profits; they had to borrow 
so much money and pay such a high rate of interest 
and so om 30 there will be nothing to give you in the 
way of dividends, nothing to set aside. | That is on 
thing, but it is another thing to come to an inguiry 
such as this and use the same terms in the same way 
for a different purposes, to show that the tariff is 


not high enough, for instance, Do you see what I 


MR. KELLOCK; Well += 

THE. COMMISSIONER; You see what I mean, don't yo 

MR. KELLOCK: My lord, T have the greatest 
difficulty, to be frank, in understanding the use of 
the phrase *net profit" in any sense but one, and I 
eannot find any authority for it in any sense but one. 


THE COMMISSIONER: I have tried to show you one 


it has had to do its financing, having very little 


money, or being short of money, having to borrow here 
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and there, comes at the end of the year with much 
less money om hand to distribute. to the shareholders 
than another company that was in a much better positio 
to begin with. Now, before this inquiry, or before 
a government, where they —— to talk about 
tariff they are poth in the same position. One 
eannot say “well, take our case; we aian't make as 
much money as they did". Do you see what I mean? 

MR. KELLOCK; I agree, and 1 admit, my lord, 
that one company cannot expect -- 

THE CONMISSIONER: I mean whe ther the word 
“yet profit" is an aeeurate term or not 1 an not bein 
eonfused by what is meant by ite 

WR, KELLOCK« Well, 1 am sure of that. Uf coursp, 
my lord,g-- 

Tis COMMISSIONER: You may say now ~-"here is 
our company; we have made 8 because we find 
at the end of the year, having had to pay back all 
the money we had to borrow temporarily, we have nothing 
to give to our shareholders" Perhaps they had a 
loss eVene Alright, you have no net profit. i 
understand that, that your own company made no net 
orefits, but when you come to me you say: “now, Look 
things ere going so badly we should have more pro~ 
tection’, or something of thet sort. Well, 1 say 
*no, here is another company alongside of yous They 
did not have to borrow money; they started out on 4 
sound basis and they did make a profit, 5 or 10%," 


Phey are the ones we are going to deal with as a 
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Y measure ef what tariff protection should be given. 
We, KELLOCK: Well then, does your lordship -- 
(“ps CONMMTSSIONBR: I mean to say the word "net 
profits” is not going to mislead me in any way. You 
5 need not pe afraid of that as long as I know, ané 

1° ao know because there it is in black and white, 
what factors Mr. Howson has used in arriving at his 
results. Whether he ealls them net profits or 
something else makes no difference, 

a ; 10 whe weRUER: Just an example, if I mey interrupt 
for « minute; this is an exemple illustrated by two 
different statements of Canadian Cottons. in one 
statement, annual statement, they show "Tobalance; 


net profits to profit and loss account, $434,000". 


~ That is in 1912. ‘Then they show what they did 
with it. ‘They paid bond sh awa out of it. 
Tie COMMISSIONER: They eall it net profit? 
wR. MehtreR: They tall it net profits, and then 
ey in they show paying bond interest out of it and then 


they show the balance. Then, in another year they 
do it altogether differently. They deduct their 
bond interest and then eet profit for the ye =r? 
There are two different statements. TI expect 

25 likely I will find a different way yet in Dominion 
Textiles 


MR. KELLOCK: Oh no; now, my friend has not 


i correctly said what this statement means. 

‘ 

| ye COMMISSIONER; Well, I am sorry if he 
ft) 30 | Hast, He had it right in Mis hend. ‘There is no 
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excuse for its 


MR. KELLOCK: I am sorry too. I burst out 


perhaps a little too frankly, but what this is sheet 
is referring to -- it is headed "manufacturing accoun 
fe) | MR. MeRUER: Manucacturing and profit and loss 
stat ee nb. 7 
| MR. KELLOCK: Manufacturing account, and then it 
sets out raw material and so on and then “to balance, 
net profits to profit and loss account}, not just net 
re 10 || profits. This is what they transferred to profit 
and loss account for the purpose of applying it, and 
the net profits are -- 
MR. MeRULR: They call it net profitse 
MR. KELLGGK;: Then they get thet one profit and 
" loss account and they apply the expenses against it, 
That is not what my friend suggests. 

MR. MgRUER: They call it net profits before 
they pay bond interest, 

ME.KELLOCK; Then, if your lordship will bear 
with me a moment there is another aspect of this, and 
it is an important aspect to my elients, although I 
quite appreciate what your lerdship says. Sut this 


is a public hearing, and these things have been called 


x *net profits" across the breadth and length of this 
country, and they are not net profits, and we ere being 
misjudged before the public by the use of these 

| | misleading terms. Your lordship understands it 
perfectly well because we have discussed it here, but 

) 30 when my friena uses it in these exhibits the public 


do not understand it, and we have suffered a good de 
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from what I submit is an improper use of well known 
accounting terms. 
“pl WeRUER: Have I used it improperly? 
“wR. kiEtneck: I+ is in my friend's brief to-day 
without a word of explanation. 

HR. MeRTER: No, 1% isn*t. T lave been per- 
fectly clear in my brief. Here is a Dominion 
“Wegtile statement. “Add net profits from operations" 
| They call 1% net profits there, into their surplus 
? account. , 

wR. KeLLOCK; Twill let Mr. Heward deal with 
thate 

There igs another point and that is whether or 
i fot income tax should be regarded as en expeme, 
and I pointed out to your lordship thet since the 
decision of the Privy Couneil in the Fairbank case -- 

“?HE COMMISSIONER: You said you would give me 
the casGe 
iy wR, KMLLOCK: Yes, I mve got it here. ferhaps 
| “+ wanted to shorten it up. ‘ The ease, my lom, is 

the City of Halifax versus Fairbanks Ustate reported 
in 1928 Appeal Cases, page 117, and the argument ) 
against -- 
25 we COMMISSIONER: What kind of a case was that? 
“Sa RRLLOCK: It was a ease of this kind -= 

THE COMMISSIONER: For income tax payable to the 
city? 3 

“MR. "ETTOCK: It was business tax assessed on 
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Fairbanks. Estate to the Camadian National Railways, 
and the question wes whether or not it was an 
indirect tax and therefore beyond the power of the 
Gity of Nalifax, which was operating under a charter 
from the Provincial Goverment, and the board 
discussed the whole subject mx# of the question of 
income tex, aud your lordship will recall that the 
argument against treating income tax as an expense 
was this, that it was supposed to be a direct tax 
and a direct tax on the basis of the Mill's definitio 
was one that was seized upon the very person intended 
to.pay it and therefore he should not pass it on 

or attempt to pass it on or expect to pass it on. 
Now, the Privy Council in their judgment discussed 
that whole subject, 

TES. COMMISSICNER; Thet is what they held in 
the case of Bank of Toronto and Lambe. 

MR. KELLOCK; They discuss that case. ‘hat they 
say about it is this, that at the time the words 
"direct taxation" were written into the B.N.A. Act 
in 1867 that such taxes as income taxes or customs 
taxes were well known classes of taxation, and 
that the income tax was regarded by everybody as 4 
direct tax, apart altogether from the question of 
incidene¢, and that the customs tariff, on the other 
hand, was regarded as an indirect tax, and that 
therefore when you are construing in the BNA. Act 
the words “direct taxation” you must take into 


consideration that perfeetly widespread understanding 
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at that time. if you. are dealing with a tax which 
whieh was so understood at that tine. If you 
are dealing with e tax ef a new kind whieh has grown 
up later, such as the stamp tax, or sonething of 
re thet kind, then it is proper to gO to economists and 
| *ULLL's definition, but not when. you are desling 
with, classes of taxation.which were well. understood 
at the time of the passing of the B.A. act. 
Their lordships set wwe the history of the thing and 
; 10 | they. refer to the definition ef Mill, and te the 
| previous decision of the board in Bank of Yoronto Va 
Lembe and after thet they say, just a few extracts 
from the judgment, my lerd -- . | 
"Sut it must not be forgotten that the question 
2 is a legal one, vizs, whet the words mean, as 
/ used in this statute; whereas the economists 
are always seeking to trace the effect of 
taxation throughout the community, and are apt 
to-use the words ‘direct' and tindirectt accord= 
ing as they find that the burden of a tax abides 
more or less with the person who first pays it", 
The COMMISSIONER: That is what they said in the 
Lambe eases —. 
25 | MR, KELLOCK: Yes, that is what they say there. 
| Then, they go on with another opinion. I em not 
reading the whole judgment. Then-- 
"Probably it is true of every indirect tax that 
: | some-persons sre both the first and the final 


payers of it; and of every direct tax that it 
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“affects persons other than the first payers", 
And didiiton Gormiag result of these observations" -- 
that is taken right from the judement in the tambe 
case, my lora, which they repeat. 


THE COMMISSI NER: For instance, if you tome in 
from the United States with something you bought in 
your possession, a present for your wife, you pay 
a tax on it. It is an indirect tax, Nobody else 
pays it but you. You do not pass it on. On the 
other hand if the province imposes a tex on your 
real estate thet is a direct tax, but if you raise 
your rent accordingly you are passing that on to you 
tenant. Nobody can prevent that, 

MR. KELLOCK: The gist of this decision is that 
merely by calling a thing a direct tax, and therefo 
giving @ province a right to levy it, has nothing 
to do with whether or not it ean be pissed on or 


should be passed on or whether the incidence g0e6s 
further, 


" The result of these observations, which are 


closely applicable te the present case, is that 
their lordships have primarily to consider, net 
whether in the view of an economist the business © 
tax impose? on an owner under s. 394 of the Hale. 
ifax city charter would ultimately be borne by 
the owner or by: some one else, but whether it is 
in its neture a direct tax within the meaning of 
B- 92", 


THE COMMISSIONER; In its nature, that is ite 
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‘MR, KELLOCK: Yes, my lords 


“The framers of that Act evidently regarded 


taxes as divisable into two separate and dis-. 
, tinct categories - namely, those that are 
5 direct and those which cannot be so described, 
| and it is to taxation of the former sania 
only that the powers of a PraVidete® sovernnen 
‘ie made to extent. From this it is to be 
i inferred that the distinction between direct and 
oad “indirect taxes iti Woes known before the passing 
of the Act; and it is undoubtedly the fact 
‘that before that date the classification was 
familiar to stetesmen as well as to ec onomi sts 
a ‘and that certain taxes were then universally 
reeognized as falling within one or the other 
category. Thus, taxes on property or ineone 
were everywhere treated as direet taxese 
On the other hand, duties of customs and 
, 20 excise were regarded by every one as typical 
) instances of indirect taxation. When therefore 
the Aet of Union allocated the power of direc 
vax tien for Provincial purposes to the Provi 
it must surely have intended that the texation, 
25 for those purposes, ob enlsecer and ineome 
should belong exclusively to the Provincial 
legisletures, and that without regard to any 


theory as to the ultimate ineidence of such 


texations" | 


(page 16760 follows) 


SevaL « 
; .. fol ym ,26Y, : OLR) fit 
Bebraset yltanbive tos godt So. agemert eth. — 
| _ weie bas etouages ond, ofmt sideaivib ae.poxat 6 
| ois todd ssodd ,ylomen --eolvegetes: foait 9 
[,badixered os od tonmso. doidw exgsd bee tooxkd— 
set oarade souret edz 30 nottexe? of ai oi: Sua 


pomee ye {stomivost s. to sueret ent todd vino 

gf of ak tf eidt mort tastes oF oben exe 

teotih soeeted sektoniverh ef¢ tedt Betaetal § 

s#tunegq aff erated seont Stein sexed soot iaat 

| goo oft ylboddvobe at 22 bag qtedoeds 2e 

| sew nav seitingsls adit ota tad? eroted tant « 

ateinosoos of es [lew as aemeatete of getitasy — 

yliemevian madt gxew aexet mictteg edt baa™ 

sat o ait <¢ ene aiddiv giliist se:  iaceatiaons fee 

| eneost to yWregora no sexed ,euil - eEOQRT ED Le 
_ saexad footld ea bedsort. eredwyne 

san eden tie ahah leek notte ahaa 


fsolgyt 2s eno yreve yd bebreget erew ee toxs: © 
Jerotcsod} mei% .dodtaxad toamtint to esomstent 
[tosrt 19 towog odd DatnooLio apinli te #oA wat 
| Gitexst edt, todd Debseist evad, yloms team oh 
 gagont Bra yuegote To ,menogusg seodt meh... 
Isteatyer% agg oF yievienioxs grelad bivote . 
yuo of beagot fyodily tasd baa ,sousteieigel. - 
_ s -Senedio? O8VOL epaghe ere 


he le fa aes, 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO I~ CANADA 


10 


15 


20 


framers of the Act intended to impose on a 


And then they say: 


16760 


"To hold otherwise would be to suppose that the 


Provineial legislature the task of speculating a 
to the probable ultimate incidence of each 

particular tax which it might desire to impose, : 
the risk of having Ween tax held invalid if the 
conclusion reached should afterwards be held to 


be wrongs” 


"The imposition of taxes on property and income of 
death duties snd of municipal and local rates is, 
aecording to the common unierstending of the te 
just as the exaection of a custems or exelse duty 
on commoditics or of a percentage duty on 
services would crdinarily be regarded as indirect 
taxation; and although new forms of taxation 
may from time to time be added to one category 
or the other in accorance with Mill's formula, 
it would be- wrong to use that formula as a ground fer 
transferring @ tax universally recognized as belopg- 
ing to one class to a different class of taxation 
If this be the true view, then the reasoning 
of the majority of the Supreme Court of Canada 
requres reconsideration. It may be true 
to say of a particular tax on property, such a8 
that imposed on owners by Ss» 394 of the Halifax 
charger, that the tax payer would very probably 


seek to pass it en to others;" 
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THE COMMISSIONER: Yes, he would raise his rente 
MR. KELLOCK: ‘“seebut it may none the less 

be a tax on property and remain within the 
category of direct Taxese Probably no one would 
say that the income tax levied in this count ry 
under schedule A of the Income Tax Act, although 
levied upon the occupier of property who is 
authorized to recover it from the owner, it is 


not a direct tax," 


and he says: 


"The authorities cited by Newcombe J, show the 
use made by this Board of Mill's definition in 
determining whether a new or special tax, such as 
stamp duty, a licence duty or 4 percentage on 
turnover, should be classed as direet or indirect; 
put, with the posa ble exception of Cotton VSe 
The King (1), which seemseree” 


TAK COMMISSIONER: That is the case in the province 


of .uebesSe . 


MR. KELLOCK: YesSe. 

THE COMMISSICHER:. It Was OB succession duties? 

- MR, KELLOCK; Yes, on succession dutiese 
"sseavhich seems to have turned on its own facts, 
they do not afford any instance in which a tax 
otherwise recognized as aireet has been held to b 
indirect for the purposes of the British North 
Smerica Act by reason of any theory as to its 


ultimate incidences” 
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And sinve thet ease, my lord --- 


THE COMMISSIONER: I know, I think that is all fairly 


tripe, if I may say so. It is hard to imagine a 
tax that you might not pass onto somebody else and I 
think the best case in point is the tax on rea& property. 


There is a direct case and still the man who hes to pay 


it will raise his rent, There is no power to prevent 
that. 
MR. KELLOCK: The analogy I am coming to, merely 


because you call incom tax a profit direet tax, it doe 


not any the less render it an expense of the business 


which--- 
THE COMMISSIONER: What I say is this: Here is 
iucowe tax, it is a tax on what? 
Wie KELLOCK: ‘Om profits, 


THE COMMISSTION#@R: Not on revenue as in the ease 


of individuals, ‘It is on profits after all expensds 


paid, when I learn thet the income tax is passed on, 
Ar it is physically possible to do ‘so, to the consumer 
and considered as part of the expenses and the profits 
Only caleulsted after that, well the, I ‘say; here is 

a tax that you are not paying at all, that the consumer 
is being made to pays What I told Mr. Bruneau was 


his - he was raising the point, "Oh, this should be 


Kept secret, it is sacred, this income tax," ‘Income 


tex, nothing. | wae you are going to make the publie 


pay for it then you have no right to secrecy other than 


ou have to the custans tax or the excise tax, 
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MR. KELLOCK: © Lf that is ell there is to it, my 
lord ,I misundersteod, ~ 
THE COMMISSIONER: | There is another point - I doutt 


know how the Income @ax Departwent would view this - | 


| as to what might happen to you if they find you have | 


addea your income tax on to your price, mace it part of 
your costs, and got your profit afterwards, | 
MR. KELLCGK: No, my lord, there is nothing secret | 
epout thate | : 


~ TGS COMMISSIONER: I am not saying thre is, 


WR, KELLOCK: ‘the whole of my income, the whole of 


my. expense is open and revealed each year to the Depart- 
_ and they know, 

| THE COMMISSIONER: You must not misunderstand ve, 

I never said anything to the contrary. 

| MR.KELLOCK; My leré, i submit now even the Income 
Tax Department could not have any objection. 

| THE COMMISSIONER: I just say this, so far as the 
ladies you are dealing with now, the tax is one which 
under the Act is ec be levied en your profits. The 
profit is what is left te you, is not it, after you 
have paid all your expenses, then you have your profits 
Now, out of those profits you pay the ineome tax. 

AND right, I do not care anything about it, uy 
—_— with it was in dealing with the case that ir. 
Bruneau put up, who said thet the greatest secrecy 
neces @ be) preserved about his income tax because of 


ihe sacredness of the character of the income tax, 
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v) 


Well, I seid, if you are making the consumer pay it 


it is his business to know what it is. 


MR. KULLOCK:; I am dealing with more general matters 

MR. MeRUER: I press it one step further, 

MR. KELLOCK: I know my friend does, 

THE COMMISSIONER: will heer Mr. KeRwer when the 
time comes, 

MR. KELLOCK: My frien@ has ignored whet I call 
a. 10 one of my expenses, that is income tax, and without 
> reading I want to give your lerdship --- 

THE COMMISSIONER: You mean to say in those state- 
ments, 

MR, KELLOCK: “And in his brief, and my submission i 
15 


there is no net profit until the company has paid 


income tax, 


THE COMMISSIONER; That is an entirely new cuestim 


| Now you are dealing with a new question, You are back 
20 || again to interpretation of the words net profits, 

MR. KELLOCK: Yes, end I want to give your lerdship 
| my authority for that, 

Now, my lord, Mr. Howse in the box, and my friend 
| adopts it, says when the company pays its income tax 
ig that isa very friendly proceeding, that is just a 
division of the profits with the Department. when 
one looks at the only book on income tax in this 
| country one finds that stated but when you look at 
the authority for that you find it is the case of the. ; 


Attorney General endAshby, wiich is in regard to 
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English Ineome Taxes It is mot Income tax in Section 
A, that is referred to in the Fairbanks ease. It is the 

Euglish Income Tex on profit. . That is an entirely 
different income tax than our own, when a company 
pays income tax on its profits in imglend it pays 
it met for itself, as. a debt of itself, but on behalf 
of the shareholders, and the cases in dugland in deal- 
iag with that situation --- 
a 10 THE COMMISSIONSR; Do you mean to say that the tax 
? de by tae shareholder cn shares is paid by the company 
MR. KELLOCK: Yes, at the source, 
THE COMMISSE ONER: It would save the shareholder 
a Lot of treuble. 


15 
o MRe KELLOCK: « YeSe 


THE COMMISSIONER: He gets whatever is left free of 
taXs 


MRe KELLOCK: . The way.the cases put it - when the 


20 shareholder gets his dividends he gets his dividends, 
| plus his indemnity against tax that ke ought to pay. 
| That is mot our incane tax. it. is the income tax 
| here I am dealing with,  ineome tax which is levied 
| on the company itself and is the debt of the company 

$ | to the Crown, and you have exact parallel situation 
}in England in cenneection with excise profita duties, 
which is a tax on profits. Now, my lord, the cases 


| which deal with them are three ; if your lordship is 


ie interested. (‘Tne first one is Collins vs, sedgwick, 


in 191751 Che 1795: 1 refer your lordship to the — 
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judgment of Mr. Justice peterson, page 183 and 


fellowing pages, The next case is the case of 


Patent Castings Syndicate, Limited v. Etherington, 


That is im 1919, 2 Ch, 254, Thet is a decision of 


: the Court of appeal, The lest Case I want to trouble 
your lordship with, which clears away a good many of | 
the other decisions, is the case of Vulcan Motor ve 
Hampson in 1921, 3 K.B. 597,.0.A., also a decision of 

! 10 the Court of Appeal, Now, those cases distinguish 
? between indome tax on profits and excess profits duty 
| and they hold that in the case of excise profits duty 
es it is not paid on behalf of the shareholder but 
| as a debt of the company itself, That it is merely 
z én expense of the business, and I would like to read 
one paragraph of the judgment of Serutton L.J,, in 
the Vulcan Motor v,. Hampson case, where he says; 

“One may speak of receipts or turnover without 

20 | | Geducting the expenses of earning them, but it 

appears to me meaningless to describe receipts 
as profits without taking into account the 
expenses of diniiis the receipts. ‘when there- 
for clause 5 speaks of ‘profit earned by the 

. company’ in my view it means profits earned 

by the company after deducting the expenses 

of earning them which is substantially the same 

as the expression ‘net profits' in Etherington’ 
= ease, If so, I have the decision of this court 


that the company in caleulating the commission 
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{is entitled to deduct the exeess profits duty." 
That is on page 605 and then on page 606 he goes of; 

*Profits' mean profits after deducting the 

expenses of earning them and the decision in 

Etherington's case binds one to say that one 

of the expenses of earning them is the payment 

of excess profits dutye" 
Ree) my lord, my submission is that when He ee 
with the Dominion Income Tax it is the seme thing, it 
ig expenséw of the business, and when one comes to 
the Dominion Companies Act, which I set out on page & 
of my Factum, which is found in Seetion 115, sub-sect 
3, which deals with the statement which a company mus 
set before its shareholders at every annual meeting, 
that that sub-section recognizes the decisions I have) 
just mentioned and recoguizes clearly that there is a 


such thing as a aet profit until income taxes have be 


deducted, and my submission is it is perfectly proper 
it is the legal way to regard income tax paid in Canada 
of am @xpensée and it must be deducted before net profit 
is arrived at. 


THE COMMISSIONER: Well, we will resume later. 


-- Adjourned at 5.45 P.M, for recess, 
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-- 01, resuming at 4205 Pal 


MR, KELLOCK: _ i think I have “discussed wikis pret y 
well the contents of paragrap phs 4 and Se “there is no 
use repeating thate | 

Paragraph 63 "Returm on Comaon Brosk Manito 

The omni ssion auditor attempted to show for most 

_of the individual companies reper yee upon what th 

Bet. return had been on the common share ovuity, 

_Sugh @ treatment of the sornings of a company . 
is submitted is quite wrongs It is purely sn 

internal matter how and nec securities of a 

company are issued. For instence, if two com- 

penies could each earn 10% on their investment 


but the first company had obtained 50% of its 


capital by_ issuing 5% yrecerenee shares while 
the, other PRET. had snaued ¢ onuman shares only 
_ the. tires gongeny would show seinen sof 15% 
on its SomMON, stock and. the other company would 
show earnings of 10%; but while the common share- 
holders in the former oenpeny eptess a higher 
return on wey inveatmen + they do So my by 
_, Anereasing the ri sk; the ir peak. tion has been 
, weakened by the existence of prior 1 Aioke against 
the company’ assets So Bg BM the event of wind 


ing up the preferred abe reholders would have the 


ny ABBE claim on the prgesens of the assets and 
30) — the common shareholders would have to take ghat | 


. Was left and in case of earnings falling off the 
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preferred shareholders" positioa would be the 
‘better because they would receive a full dividend 
out of what earnings were available the balance 
only belonging to the eommon shareholders, 
Paragraph 7, 
It is submitted the only earnings which 

can properly be considered in order to measure 
the profitability of a company or of an industry 
is the net profit available to all shareholders 
(or to bondholders and shareholders) sand this of 
course must be after deducting what income taxes 
are payeble. Yet this very obvious measure of 
earnings was never presented by the Commission 


auditors" 


Then, my lord, the next paragraph, there is a situatiod 


dealt with there: "preferred dividends ignored in 


caleulating return on common stock equi 


MR. MCRUER: Yell, I can say this to my friend, I 


purposely did not deal with the common stock equity 


in my brief or the earnings on common stock equity in 


ny brief for the very reason that my friend expressed 


in paragraph 6, in regard to these other matters 
we quite agree with what my friend says there. These 


preferred dividends or cumulative dividends should be 


taken into considerations I do not think I dealt 
with any one of those companies that are dealt with 


theres 


MR. KELLOCK: No, but I want to deal with them. 
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UR» MeRUER: You see, where the. company has paid 


its preference dividends and the fact that the prefer 
enee dividends is cumulative, it is not just easy for 
lite We have net gone all over that. 

MR. KELLOCK: No, I have not. 

WR. MeRUGK: And whet you say is right and we agre 
with it? 
i Mk. KELLOCK: “‘Comeission auditor presented figure 
? whieh purport te shew in the ease of many of the 
individual compnies what was the net revenue 
applicable to the common stock equity only and the 
percentage that this revenue bears to such equity, 


15 
In the case of the following companies the state- 


ments prepared it is submitted are absolutely 
incorrect:* 
And I set out ten companies there, 
20 MR. MeRUEH: Not in respeet to the manner tn which 
I dealt in my brief. 
MR. KELLOCK: I am not dealing with that. 
MR. MeRUER: Return on capital invested in the 
i: tanner I dealt with it makes ne difference, 

WR. KELLOGK: This was written before I had my 
friend's brief. Of those ten companies there are 
six where the dividends on the preferred stock is 
cumulative. in the others, three of them, are non- 
eunuletive, and in the case of one company - well, 


in the ease of four ‘companies are non-cumulative, and 
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An the ease of six are cumulative, 


"in each of these cases preferred shares formed pprt 
of the outstanding capital and in all or in certaln 
yeers the preferred dividends were not paid in fubl, 
NO allowance was made for this in éeterminins wha 
revenue was applicable to the common Stock equity 
AS @n exatiple couasider the case of the company 
about which considerable evidence was taken, namely, 
| ie the Monarch Knitting Company Limited where 
4 preferred dividends were paid only for 32 years 
of the 10 year period," 

THE COMMISS .IONER: . That is the last ten years, 

MRe KELLOCK: Yes, my lord, 


15 
"In those years in which the dividends were paid 


the Commission auditor deducts the amount from the 


net revenue av2ilable to tha common stock 


equity, but when the dividends were not paid the 
20 Commission auditor makes ne provision for this but 
minnie that what earnings there are, are entire], 
available for the common shares. This, it is sub- 
mitted is untenable. A comparison of the 

actual revenue applicable tio the cosmon stock 

“ equity with that shown by the Commission auditor 

is submitted below;" 
THE COMMISSIONER: Well, of course, there would be 


nothing for the common shares until the preferred 


30 intercst was paids 


MR, KELLOCK; Noe Your lordship sees there, 
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without reading the detail of it, just what a differedee 
it makes in this percentace ef earnings on the common 
stock equitye aa instead of thete being on earning in 
1926 of 447% on the common stock there was 28%. 
Less then enough revenue to pay the comaon shares any 
thiag, and the story is set out there, | So that the 
earnings of the common shares, according to the Exhib 
are entirely incorrect and they ere very much less the 
the exhibit shows, fn paragraph 9: 

"Over the ten year period the Commission 

auditor's & oc. Snow 4 total revenue 

applicable to che common stock equity of 

$272,917 an average return of 

393% per annuge Actually in total there was 

no net revenue so available, Instead there was 

@ decrease in the common stock equity of 

#0542084" 
And nian the Hamilton Cotton Company is exactly the sa 
and the percentages there are set out and the correct 
senses Both these companies are cumulative, and 
before I overlook it my submission is - it does not 
hike Mew difference whether cumulative or non-cumulati 
because when you take the earnings for any particular 
year and you want to ascertain in the case of a compan 
where the dividends are non-cumulative what is applica 
to the coumon stock, you cannot properly say that the 
whole thing is applicable to the sees shares and 


ignore the preferred, It is quite true that there 
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is no lien in the case of non-cumulative dividends 


but a company could not earn profit and deliberately 
refrain frog paying any part of these profits to the 
preferred shareholders merely because the dividends 
wie non-cumulative ané after heving accumulated a 
fund distributed that among the coumon shares, That 
has been the subject cof litigation on the other side 


but I do not meed to go into that, There are cight 


wy 


other companies and I do not detail them, 
Then paragraph 11: 


"Depreciation and Betterunents; 


in the case of Dominion Textile Company Limited 


amd Catiadian Cottous Limited the Coumission 


auditor attempted to prove that the earnings 


shown by these companies were understaied because 
of excessive charges for depreciation or by cha rg- 
ing betterments against profits. In order to 

arrive at what he considers to be the earnings of 
the Company he adds to the profits shown in their 


statements the surplus of fixed asset values 


a ee Oe: ieee 


ever book values as shown by appraisals made 
for insurance pyrposes, 
it should. scarcely be necessary to point out-- 
I am not going into this in great detail because thes 
companies are both separately represented, 
*It should searcely be necessary to point out 


that the ilasured value of the buildings and 


plant of any company iias nO necessary relation Be 
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| to what is their sound commercial value, on 

pages 12848 1,18 - 12859 1e5 of the evidence 

the Commission auditor stated that the surplus 

80 srising might be due to any one or to a 

combination of the following four factors- 

(1) Exeessive charges to operations fir 
depreciation, 

(2) Cherges of betterments against profits: 


_ ($5). Market variations in the cost of 
buildings, equipment and machinery}; 


(4) Inereased value of land, 

He admitted that he was unable to sa, how 
much of the appreciation was due to each of these, 
Yet, he prepared statements for the Commissiony” 
“showing all of such appreciation as being part of 
the earnings of the companies. Although the 
Commission auditors uses these appraisal values 
aS above, he, himself admitted he did not know 
of what basis they had been made," 

UR» MeRUER: You mean on what iat the appraisal 
Pamesd had been made? 

MR, KELLOCK: Yes. 

MR. MeRUER; We filed the appraisal figures here. 


Re KELLOCK; Yes, but does not show on what basis: 


ait must show something, 
WR, M@RUER; Have you got them? Mr. whiteley? 
4 


“MR, KELLOCK; Even though that wére so, my°lera - 


I ao not want to discuss this because probably my 


THE COMMISIONER: Well, if it is a-praisal statemant 
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friends will be Saneuns ing it in detaia - what Mr, 


Towson said, I cross-examined him on it and ;7 heve 


very +A.eeu recollection that he did not KHOW, this 


in his evidence - fj will turn it up if my friena 


Challenges it ~ he did not know. on whet basis the 


appraisals had been made, 


THE COMMISSIONER; That is, appraisal made by 
Somebody else? 

x 10 MR. KELI 

f 


LOCK: Yes, made by Somebody else, They 


Were made -.. 


THE COMMISSI One: These were appraisals that he 
found - made by the Companies themselves or 


behalf, 


on their 


| MR» KELLOCK; Yes, but as { bolat cut there the it 
| 


| the basis 4penh which such an a -praisal is made is a 


very aaterial thing if you are going to Say that en 


are going to take that and deduct from that the y 
|e? those 


alue 
29 


assets on ihe books of the CcoMipany and say 


that the difference is profit because if appraisal. 
THE COMMISSIONER: What are you telking about 


f "basis" - you mean the purpose of the &ppraisal? 


MR. KELLOCK: No, I 


sf think basis is my friendts 
ert, Wheat I mean. by that is the valuation might 
j Oh the basis of Sarket value or it wight be on 
If basis of replaceuent cost less depreciation, 
eer one knows which is Shs fact you cannot 
30) 
I. 


Himply take the appraisal a 
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THE COMMISSIONER; There might be no market value 
at alle 

MR. KELLOCK: ‘There might be no market value at 
all. “Your 5 aati inn in very familiar with that in 
| Collins, the Hotel cases 
Then , my lord, in paragraph 13; 
"In spite of adding back to earnings this 
appreciation in asset values, however, when de ter- 


mining the amount. of ca ital eaployed, he deducts 


es 


any inereases in plant valuation which there may 


be in the, books of the Company, even in cases 


where there has been a sale of assets from cone 
Company to its successcr, and he would not include 


im the capital employed the various amounts of 


appreciation he added back to earnings, his 
reason. a8 stated in evidence, being that ‘This 
was @ Teriff enquire’ ">. 

I don't know what ‘that means, In other words, 


the amount whieh was said to be 4n addition to earn- 


ings it was an amount which was the ditference between 
appreisal value of these fixed assets and the book 
values, and if that value exists any place it exists 
in ‘brieks and mortar, which would be part of the 
-eapital.employed but it is not ineluded as part of the 
-eapital employeds when companies had appraisals 

| mate and issued steck. om.the basis of those appraisals ‘ 


where there was an increase in value, your lerdship 


will find in the exhibits that appraisal write-ups 
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are simply deducted from capital employed. So that 
my submission is if it is a profit it is also in the 
capitals But these exhibits only go half way: 

"In the case of Dominion Yoollens and sorsteds 

Limited an appraisal write-up was 

deducted from fixed assets. The figures submitte 


by this company toe the Commission auditor showed a 


write-down of figed assets of $560,088.07 in 19353 
which is included in the #sinerease in the 
Depreciation and Property Reserve from 
$185, 741625 to 91,405,070.459. Mr. Howson ignores 
the fact that the company itself has thus deducted 
$580,088.07 of the original write-up. Accordingly 
in dedueting the full amount of the original 
write-up in the years 1933, 19534 and 1955, Mr. How 
son has dedueted the sum of 3580,088.07 twice, 
Similarly inthe case of Canadian Cottons 
Limited (exnibit 917) a loss on the sale of 
certain plants is deducted from capital without 
making allowance for the depreciation accumulated 
on the books of the Company against these plants," 
Now, that is a detail, We had a good many bits of 
qvideien, eross-examinstions about that, but it is 
only ic deve fi I mention it and I am not going to 
take up your lordship‘'s time further in explaining it. 
Then, my lord, in regard to the position of the 


investors 
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"The statements submitted are those 


‘ef companies now an business. In addition to thebe 
companies many other textile companies were at whe 
time or other operating in Canada and were wound 
up because they could not mske profits," 

THE COMMISSIONER: Here is where we had better have thht 


exhibit. 


MWR. KELLOCK: Yes, my lord, 


10 EXHIBIT 1340: Statement shoving the number of 
Mills starting in business over 
certain years and number of milis 
closing down in certain years. 


MR. KELLOCK: “Records are available as to the 
humberof new companies starting in business aad the 
15 companies ceasing to do business, and while no 


attempt has been mace te show what. losses were 


Sustained by companies not now in business, | 
figures compiled from the records of the Dominion 
Bureau of statistics relating to the closing 
% and opening of Textile plants in the period 1925 

to 1956 which have been forwarded to Counsel 

| by the Secretary, Mr. Whiteley...." 
That is this Exhibit. | : 

23 | *seeesindicate that in this period 248 mills 
a ee kinds, cotton, hosiery, woollen, silk and 
others, with a capital of $59,416,000 commenced 
business, whereas 126 mills with @ capital of 
11,474,000 ceased to existe” | 


THE COMMISSION@R; I suppose some of the latter class 
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| are included in the former? 
MR. KELBOCK: a have no means of telling. They 
might be. 
THs COMMISSIONEN: i mean, sone new ventures perhaps 
aid not, last very longs 
WR. KELLOCK: Might note You cannot tell, Mr. 
Jniteley? 
MR. RENE: There are some of theme 
10 MR« KE ILLOCK: | . "sn investor in a new textile compan 
is faced with the fact thet the money he puts in is 
going into buildings, plant and inventories. 
In addition the company frequently borrows 
from banks or other sources further eapital that 
fi “is needed and this makes the position of the 
investor sore speculative. Af the Company 
earns profits in its early years, they must 
be largely left in the business and salaries 
i 20 must be kept cown if the company is to prosper. 
The money left in the business - the undivided 
profits as it is called - is seldom available 
as Gashe Senetierh like the original investment, 
AS too goes into bulidings, plant and inventories. 
= the possibility | of ay additional eapital earning 
money is entirely Kiceeihekt on the ability of the 
Company | $e earn a profit in future yearse An 
idle plant is worth practically nothing more than . 
) 30 its serap values Inventories ean be sold 
pie iit Sab bhin ef their book value in the 
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| 
event of liquidation, Accordingly, each year tha ( 
the owrs of a ristneee decide to leave all | 
or part we the profits in the business, they | 
guubie on the future cf the business, Some | 
of these speediations turned out profitably | 
and much was made of such cases in the evidence; | 
but in many cases, ef which no record is avail- 
able, the additional money Lavested as well as 
10 the original investment was lost. A complete 
picture of the industry therefore would nave 
| | to inelude these new defunct companies.” | 


My friend referred from time to time to the net profits 


15 earned as a percentage of the original capital invest | 
ment. 
"It is submitted that this is an absolutely | 
ineorrect method of presentation, The 4 
profits earned in the latter years were not 
5 Toakuelt Oe the original investment alone. They | 
were earned on the assets of the Companye | 
its buildings, plant, inventories, ete.- : 
which were acquired not only out of the original ) 
95 ong ee wodaboneell but also from profits 
left in the pusiness, and the earnings should 

be considered in relation to the eapital employed 

AS an instance, the case of Penman's Limited 

night be penitterel,: on epee 9549 and 9550 of the ! 


evidence, Commission counsel stated that the cash | 
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investedup to 1906 was $446,000 and 

that the ‘net amount available for disbursement 


as profits after depreciation, bond interest and 


everything amounted in 50 years ending 1955 


to - $11,150,000 in round figures,{ or to 
871,000 annually, or an average annual earnings 
of 82,8% on the cash investment of $445,000". 
No allowance is Te Be for the profits left in the 
business from tine to time - profits which became 
capital and out of which the compatiy was enabled 
to ada to its Plant - without whieh additious 
at could seither have done the amount of business 
whieh was possible with rae additional plant nor hiee 


earned the subsequent profit Se Actually this 


comany spent in Plant over one end a half million 
dollars in the four years 1926 to 1929 inclusive 
and over four and a half miliions in the whole 
period from 1905 to 1935 end in all this time 

it received no new capital, all such additions 
coming from profits left in the business. Pre- 
sumably if the methods of the Commission auditor aye 
sound, if all the earnings during this period 

had been distributed as dividends end invested 
‘etae elsewhere, then the return on these invested 
dividends would have to be located and be 
calculated as a return of the original investment 
- in the Fenian ‘STAG Actually, this company dur 


ing the years 1926-1935 was able to earn for the 
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“shareholders an average of 5.7% per annum only 


on the book value of their investments..." 


MR. McRUER: That is, common shareholders you mean? 

WR. KELLOCK: For the shareholders. 

wR. MeRUER: You mean common shareholders. 100% 
of common and 40% of preferred had no capital invested 


in it at all. 


wR. KELLOCK: My friend has pointed that out severa 
10 times. Perhaps my time --- 
WR. MeRuer: Is it the common? 
WR. KELLOOK: I have a statement which gives the 
whole thing, I am going to refer to it in a minute, 
TIE COMMISSIONER: In your figures, you say, 
"Aetually, this cogipany during the years 1926-1935 
was able to earn for the shareholders an average of 
5.7%" You are not referring now to Mr. Howson's 
figures? 
20 WR. KELLOCK: No. | IT am referring to what [I 
will refer your lordship to in a seconds 
#, hekiblesive of goodwill, and in its 
most profitable year during this period the 
5 earnings were only Se3%5" 
Now, statement 1, is the first statement in my Factum 
at the end of this Section. 
TIE COMMISSIONER: You heve statements here? 
MR. KELLOCK: Yes, my lord. Now, this shows 
the perlod---_ 


?9e COMMISSIONER: ‘Thais seems to be a gencral stat 
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Mente 

MR. KELLOCK: No, only deals with the one company. 

THE COMMIGSIGNER: Is it headed that way? 

MRe KELLOCK: i thisk there is one statement before 
that one your lordship is looking ats It is headed 
up in the right hend corner, * Statement le" Now, 

your lordship sees that the first column there is 

f - "year". After that is "so-called ‘net profit’ as 

; 10 shown on Exhibit 1070," where Mr. Howson deals with 
this Company, and the figures of “net profit" are 


taken from that sources, Then there is “interest 


on bonds and leans." Then "Income tax." Then 


I arrive at the. "Actual net profit." Then the "Capital 


15 
employed in manufacturing operations," Then *Invest- 


ments," Then “Total capital investment (exelusive of 
goodwill.s™ °°. Then I take off from that "Bonds issued" 
and I get the Shareholders Equity. Now, that is 
20 all the shareholders of both classes, 
MR. MeRUERR: Which statement are you referring to? 
MR. KELLOCK: Statement 1, marked in the right hand 
Gorner at the tops So that the actual net profit 
on the shareholders equity, eliminating the goodwill, 
: in that first year is 6«2%, and the percentages are 
given all the wey downs fhe lowest is in 1931 and 
were 2.7%, and the average over the period is 547%. 
MR. MeRUER: What do you mean by "Eliminating good- | 
a will," beeause goodwill was charged off the profits 


and there is no goodwill shown on the Company statemen 
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except a dollars 
THE COMMISSIONS R: Not 4u these years. 


MR. MeRuor: No, but it hed been charged off the 


profites 
THE COMMISSIONER; Before that? . 
MR. McRUER: What de you mean when you eliminate ¢ 
will in these yeers? 


Mir, KELLOCK: It head been charged off the profits 


10 and insofar as profits were not there in actual fact, 


I think yow will find that insofar as there was eny 
goodwill it was set represented by an ectual esset - 
in other words it hed not been written off to profits, 
it is deducted. 


15 
MRe MeRUER:..it was all written off. 


WR. KELLOCK: ALL right, then you ean just eliminat 
that phrases 
. THE. COMMISSION GR; "Exelusive of goodwill” does 
2 || not mean enything theres 
MR.KELLOCK:, In the case of this seams dan den 
mot corrects 
THE COMMESSLONSR: 1 understaad the good will 
was all paid off from the profits of previous years +» 
2 MR. KELLOCK: .I.think that ie correet. . My friend 
seys it is correct and I cannot challenge Lt tor the 
moments in other words, if that. is sot tae fact 
any good will not so written off has been taken out 
30 of t.ose figures, end that is the result}. 


THE COMMISSIONER: Otherwise if you leave, them ther 
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MR. KBLLOCK:. Your lerdship ean eliminate those 
words, .l come back. to where I was. reading; 
"Similarly, in,the ease of the Monarch Knitting 
Company Limited, Comuission ‘counsel on pages 
9062 to 9074 of the evidenee contrasts the profits 
of. the company.with the original capital invested. 
Actually during the ten years 1926 to 1930 inclu-| 
sive the average annual net profit was only 
Ss07% of the book value of the shareholders equity 
end-in the.most. profitable year was only 7sl%e" 
and the fellowing statement, my lord, shows the situ- 
ation - that is statement 2» I show the revenue 
applicable to commen stock equity that I got from the 


uxhibit and where the preference dividend was paid 


I-add that. end.I show the net profit available to all 


shareholders, and then the total eapital employed, 


| less bank loans, ead I, get the book value of share- 


| holders’ equity end perceatege of net profits to the 


| book value of shareholders' equity are the percentages 


| set out, ¢ the average being 3% over the period of 


| yearsy. the lowest being 0.8% in.1952. .. In 1930 your 


lordship sees there was a loss tere of --- 
THR COMMISSION R: That XK means 4 loss$ 
MRe KELLOCK: Yese There is a notation down at 


the foote«).iIf it were in red it would be better 


| put I could not print it in reds Se that there was 


| a loss in 1930... ~ It was 008% in 19324 In 1951 
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it was 1@ and. the other percentages are shown’ there 
and the most. the company ever made was in 1928 when 
they made Velja. So that the everage is 3%, end I 
Come back to peragraph 15, 
THE COMMISSIONER: I suppose in these cases, especi 
ally.in that ene, you are getting back to Mr. MeRuer'ts 
other explanaticn - capitalization. 
Whe MGRUER;. Im Yenman's too, because all those 
shareholders’ equity is watered stock, 
THE .COMMISSICN@: What happened ii this one around 
the year 1912 or thereabouts? . However, we can argue 
thet Laterse | 
Re KELLOCK: I do objeet.to my friend using the 
words “watered stock". 
THE GOMMISSIONSR: .Well, this is premature; you can 
argue it later. . 
MR. KELLOGK: Paragraph 18: "If ac ompany paid 
out abl of its profits eas dividends and tien 
obtained the additional capitel which it required 
from a sale of bonds or shares for cash, there 

is no doubt that the additional cash invested 
woulé be included as cayital and when a company 
adopts the more consérvative method of notpaying 

out its profits in the form of dividends but 

leaves them in the business, this aiso becomes 
capitals" 

With regard to “normal profits"; | 


"while an effort has been made by the 
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commission auditor to show profits of various 
divisions of the textile industry," 
THE COMMISSIONTR: . There should be a comma theres 
MR. KELLOCK: Yes, there sheuld be 4 couma after 
“industry. 
%oeenO attempt was made to show what might be 


considered a wormeal profit in this industry. 


Net profits it is submitted are not just 
10 _ + wind-falis* whieh lucky shareholders obtains 
They wight better be called a return to the 
investor, for his money might have been invested 
in Government bonds without risk instead of..." 
THE COMMISSIONER: Is that there " jithout risk"? 


15 
UR. KELLOCK: . It was not, I am afraid,even 100% 


at the time I wrote thate 
MR. MeRUBR: Depends on what Government. 
“RO RELLOGKY Since I wrote that it is truer now 
20 ||\then it wass 
MR. Meaure: Thet government bodds were without 
|)risk? 
MR. KELLOCK: In the case of one Provinees 


"They might better be called a return to the 


investor, for his money might have been invested 
in Government bonds without risk instead of in 
the Textile inéustrys If he had invested in 
Government bonds,” 

30 


I should say "Some Government bonds", my lord. 
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"eeshe would have been assured of a fixed return 
and the retum of the principal sum at the end 
of the period. instead, this money was invested 


in buildings and plant - many of which would be 


vide the working capital needed to purchase raw 

materials and to meet payrolls until such time 

as cash could be otmined from the sale of the 
10 finished progubt, There is a risk attached 

to any such investment. ‘To a greater or 
less extent, the money sO invested could 
| not be realised upon in full is the event of 
liquidation and the safety of the investment is 


15 
largely dependant wpon the ability of the textile 


company to continue operating at a profite® 
"Obviously, the investor is entitled to 
some return on this moneys How great. should 
20 | “that return be? No atiempi has been made to 
Retabliak this before the Commission and not 
having any standard available, there is no 
basis with which to compare the actual earnings 
of the textile companies, 
Cn. page 12457 of the evidence the Commission 
a@véive-s auditor stated that he would not pass 
| an opinion as to whether one of the Company's 
results indicated an excessive rate of earnin By 


expleining that he had not ‘made any real investiga 


— 
ance re 


tion of the business as to its hazards, snd that 


of value only to a textile company - and used to pyoe | 
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Yet surely such a consideration 


is prerequisite to any study of the profits of th 


textile or any other industry. 


It should be noted that the tendency of 


companies te reinvest a substantial portion 


of théir profits is evident in the case of 


tae Canadian Textile Industry. This is shown by 


the following summary covering the representative 


companies for the ten years 1926 to 1935 inclusivel - 


Submitted by the Commissioa auditors" 


A have set out the exhibits, my lord, and the "Divisi 
there and shown net profits after provision for bond 
interest and ranean tax, and dividends paid. 
shows then, sedusting the one from the other, the 
amount of profits left in the ikea. and in the 
Gotton tahsaker it is le7%» In Artificial Silk 

it is 54.1%, Im Real Silk it is 46.9%. Hosiery 
44.8%, Knit Goods - they have drawn on their surplus 
to a froeetion of & percent there - 46.4 
of woollen, 55 She Papermakers' felt 65.1%. 
Carpets 40.1% end other branches 1,6%, and I do submit 


that that shows howthe industry has developed its 


business cut of the 


it up and make it a 


"The amount of 


Im the case 


revenue from the business, to buil 
strong industry: 


profits not peid cut as dividends 


but added te surplus accougt was reinvested in 


the industry - to provide the additional 


plant and working capital needed by growing 
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burisenséns It will be noted that in the case 
of the Suter foddatetes (Silk and Artificial 
Silk) the proportion retained in the business 


is much larger than in the case of the older 


established ones, (such as Cotton and Knit 


Goods} .«* 


THE COMMISSIONER: Perhaps, with the aid of your figurbs 
we have discovered that long-looked for thing : the 
10 industry which is no longer an infent industry, 
MR. KELLOCK: I would not contend it is an infant 
induntey, | 
"4A consideration of profits without regard 
to whether it is possible to return these profits 


15 


to the shareholders in total or whether 2 sub- 


stantial portion hed to be retained to take care 
of the increasing business, is extremely misleading 
The ealy profits which are available to 
an invexter in the share capital of a company are t! 
net profits after all charges including corporation 
income tax, These net ae are set 
out in Exhibit 1222 and were filed by the Commissioa 
95 auditor at our regqueste A comparison of 
these profits withthe shareholders’ investment in th 
various groups follows," : 
And I am going to refer your lordship to that just in 
oan Beth wih ee bs | ! 
“A comparison of net profits of all companies after 


bond interest and ineome taxes to book value of 


—oevar 
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.shareholders' equity, as represented by Preferred 
and Common shares, head office accounts, surplus an 


free reserves (less investment in and advances to 


Subsidiary companies in the same divisions) 
Unless that is taken out there is a duplication, 

Now, I show average profit 1926 to 1955, inclusive, 
and the average profit for.the best and poorest year 
respectivelye Now, in the Cotion group the average 

A profits over the period are 4.4%. The best year 
6.7% and the poorest year 1le2%- In knit goods 
the average profit for the period is 2.5%, the hest 


year 7,1% and the poorest year they had e loss of 


128% 


15 , 
MR. McRUER: What are these on? On the oute 


fF. standing capital? 
UR. KELLOCK; If you will read the headiug at the 
top you will see, 
20 MR. MeRUER: On the shareholders’ equity together, 
that is, on the outstanding capital - preferred aad 
COMMON 4 
MR. KELLOCK; Outstanding capital and surplus. 
UR. MeRUER:  Includingwrite-up of goodwille 
. MRe KELLOCS: If the write-up is ineluded in the 
bookvalue, yeS« 
MR. MeRUER: If goodwill is included in the book 
walue to make up the issue ef capital stock, then it 
30 is included, 


MR. KELLOCK: It is the book value of the assets 


Sysxeters xd parte marta. ati es _y¥ttape rarehifodersie 
pas hisdunoe jneanenen: eoiti0 heed vsoreda nosi:09 nae 
ot asonevbs 5ae at daentesval sand} eovreaet ext 
{-coleivii emse edv al seine gee vrotbtedve 

sh a5 itera 0 eal oxen? $0 aoxsd at your sacs | 


2 ~ | 


wlieitunt e85CL of BSEL Slt019 egeteve wore I nol | 


1Is9y geaetoeoy Sas Faed sad tot a egetovs axit bas | 
| | 
egSieve eft quorty pert ead al on sUlerivoogsen | 
| 


tsey teed sit okhes S18 boleq outa “revo etttorg | 


be 162° 2o ace Peek 2* 


e2ounn add 20 euley food oi si #7 WOOL . | 


ng |. £4.40 nse? 59h Steeedia? Aer 


Or 
ehooa sia af eee —t fas100g odd hts aad 
taeod edt .88,8 at boltsq edt tot a ttens er ont 
Te neel 6 bad yedt ts0ey testooe sat Bas Riyt 190, 
| ; ake] 
“#30 083 20 fo seods ote viarwrel SOR AB IC) ld ie 
sha toes gotbnsse 
e443 te gulbsed eid Saou ILiw be = ae ane: oA | 
| soee ) ite MOY got 
, Tas oROg atheon Fac e-vimaaenaonna’s eag = eNO ional os 
bas Seaistexig - intiqne ai buaseduo eas £o vat seaté 
% som00 
san letwa bis Lai tooo patbustetso Ao 4s om 
elitwsesg to qu-of beegaibaroat + mEUSIOM mt 
eug mi pebuiont me qed bow eas cs stood ay 7-3 
139) yetersices | 
dood etd ah beba inns ei wna" +R ue | 
$2 nett toot isthene % exea! exis w ceomcie aut al 
‘woo 6 
_»bebsfoal al| | oe 
) 


Eyes Ne 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO - CANADA 


16792 
after deducting liarilitiess In other words, 
it is shareholders’ equity. 

MR. MeRUGR: Yes, but goodwill included, if it is 
there «¢ 

°MR. KELLOCK: Yes, if it is $here and [ also oe 

whet the differenes is when you eliminate good-will 
if my friend will just weit a moments. 

In the case of Hosiery, for the period it isSe9%. 
10 It is 14,8% for the best year and 548% for the poprest 
Paper-makers’ felts, the average is 8.8%, the bes 
year 13,9, and the poorest year Sel. carpets, 
the average is 4.3 for the periods fhe best year 
ig Seloand the poorest year «8. woollens, the 


average for thé period is 267%, the best year 443% 


andthe poorest year a loss of 19% artificial 

silk, the average for the pekiod is 895%, the best 

year 226% and the poorest year 445% 

20 "It iavsubmitted that it is surely apparent 
from the above figures that the return to this 
i. dustry has been anything but excessive, while 
the total profits for all of the above coupenies 
for the 16 years amount to siightly more than 
$60,000,000." This represents on average eunual 
state 6? only 448% on the net assets employed. * 

And there is a statement attached which sets out 

the detail for.each year in each group, and 1 do not 

know whether your lordship wants me --- 


WRe MeRUER; Has the capital varied from year to 


| “sever 
gebtow toddo mI seelsEE2datt gnitoubed redts 
eo" ""ydtlipe’ ‘etebtodetana et 22 

at gi At ,besifoat ittvbeos ud jaoy © samme: ak 


> 


sertedd 
eer dels X bar Otedg ai $1 2 (et¥ exoorrx ae” 

iliw~boog*esohintle oy nety af eonecett is ed? dane 
Stubbs B$ase° seid” Hasie Sineie “Ye AF 


RG sbel $F batreq eit TOt .yroledil to ease Sat AT 


ftee1e6q ed? Tot RYE bho Yeoy taod, sit x02 ROVAL ar 47 


subd eae’ \98.8 at aghtsvh id’ BNTSY Setback ekee 
ettoqubd “°.1,8 tesy deerodq of? BAS Ave bee 

teoy taed Off sboixeg ard cot Ed et agesisvs ort 
edd ,aneilooy 2S» Ieey feerooq eff bas feo at 
xo, TEBY guod off ,2%,% af bolseg act 40? asbuove 
{eioltiezs «R@,I to sol a teey feeneod bat Bar 


teed et? (NEy8 el bolteg ons 16t° oasteve est yatta 


s88.% ney Jasioeq ed? baz H8.88 te5y 


ta8isqqe Vows al $2 tee beddimdye af 4te 


elit oF axon edi tad? cetyl? evods ont nove °°” 


eiidy ,evieseoxe tud galddyan asod and yrteub.at 


| Sefnaquco evede aid to Lie rot ad toxw Letof eat 


Medt Siem ylrdgile ot davome oe or ost ror “8 


a me e581078 Me a ad nosetger alin y000 bot, ong 


“sbsyolque ateseas ten oft 20 ROed utae 4a bw tise Seed 


duo aten doldw bedontts dasoateds s af ered baa 
ton oD t ‘Bits .quorg tees ht Tey dose 102 Tledeb em | 
_ =~ @ adgaw gidebhtol toy silt edd | 

of rasy mort bolasy fatigue edé aah sHuUMeM iu 


; 
; 
| 


| 
| 
| 


eI 


ROBT. BRYDIE 

~ CHARTERED STENOGRAPHIC 

_ REPORTER 
TORONTO - 


16793 


. CANADA 


year or do you just add them up and divide by the 


number of years? 

MRe KELLOCK: if my friend will look at the state- 
ment I am referring to -_ statement 3, page 1, the 
detail is given and I have summarized it oa the pages 
of my bricfe. It shewsthe. complete sory. for. every 
year for the reporting companies, divided by groups. 


MRL °MeRUER: Well, that is at the end of the year? 


10 Awerage it for the year or how is tae average arrived 
at? 

MR. KELLOCK: The average of what - the profits? 
The total of the year is taken and averaged as azainast 
the capital. 


15 
THE CO MISSICNER: You mean the total for each 


' year? 
MR. KELLOCK; Yes, it is set out there in the 

statement, at the end of each year and the story for 
20 each year is givens 

MR. MeRUER: Is not that just what you are complain 
ing we did, 

MR. KELLOCK: Noe 

THE COMMISSION@R: Because your figures are aot 


25 
in relation to the same capital, the same as Mr, 


Howson'S. ” 
WR, KELLOCK: No, and my capitel does not vary 


the seme as Mr. Howson's capital, does not fluctuate. 
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Then, my lord, I come back to page 11, and I 
deal with the situation if you eliminate good will, 
patents and so on, and I say-- 

" While the above figures include in the 

book value of the shareholders" equity any 

Shares issued against Goodwill, Patents, &c., 


it is estimated that the elimination of this 


would increase the evernage annual return by only 
Oe2%e 

in certain individual cesses, more profitable 
earnings are shown than these averages, but it 
the profits of the industry as a whole or of any 
divigison of the industry that tells the story 
end the story in this case is that the textile 
industry in Canada has been relatively unprofit- 


able. Also the mills reported on represents 


approximately two thirds of the industry and as 
the list ineludes the incornorated compsenies 
and all the larger mills, it would appeer to be 
fair to assume that the figures, generally 
speaking, represent the more successful companies. 
Figures have been presented te show the net 
profits of the company as a percentage to sales. 
The significance or this percentage is to show 
what part of the mill customers'* dollar is avail- 
able as a return te the investors, Variations fre 
year to year or as between different plants or | 
different groups ere not necessurily indicative 


of a more or less profiteble return to the inves- 
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“tor, for from his standpoint it is the ratio of 
profits to invested capital that matters. Ob- 
viously, a éompiey that turns over its capital 
several ‘nal a year (that is, where sales are 
several times the amount of the invested capital} 
can obtain a fair return on the ¢apital invested 
‘from a very much, smaller profit per dollar of 
sales than in the case of a company, where capital 
ree over less frequently. It will be noteé 
10 ‘thmugheut the various statements submitted by tie 
Commission auditor that such variations do oceur | 
in the Textile Industry. Thus, in the Hosiery 
group in 1935 sales smounted to 165.9% of the 
capital employed in the industry, whereas in the 
15 Paper Makers’ Felt dividion, the ratio of sales | 
to capital employed in the industry was only ..7564% 
(1) The average net profit after deducting 
bond interest and income taxes, and 

(2) The dividends, paid - both as. a percentage 
20 ! 
ative companies in each of the main divisions fo; 


the ten years 1926 to 1935 inelusive - 


Exhibit . _ AVerage nét profit 
No Pereentage to Seles. 
25 | , ed . 
398 Cottons, .. - 508% 
1082 knit Coods Rew 
1017 Woollens 409 
1155 No siery 79 
1200 Artifielel silk 1707. 
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916 Real Silk 6.0 Sek 
1191 Carpe ts Tee 43 
1069 Paper Wakers'Felts 16.1 569 
rr this it will be seen" -< 

THE COMMISSTONER: Just to give tie an example, 


Mr, Kellock; tell me, in the case of hosiery, what 


sccounts for the difference between net prefit and 


the dividends? What became of the 32%? 
MR. KELLOCK: Left in the business, my iord, an 
10 used. That corresponds, my lord, to the table where 
I give it in dollars and cents at page 10, at the top 
of page 10. 
THE cOMMISSTONER: vhere you have given it? 
MR. KELLOCK; Yes, dollars and cents. Your lo 
r ship sees how much was paid out in dividends and how 
much left ine Then, comparing wages to orefits -- 
* 4 summary of wages pald, profits “arn and 
income texes provided for through the years 
1926 to 1935 by those companies which are deal 
o with in the reports of the Downie ett auditor 
filed as Exhibits Wo. 1259 to 1265, inclusive, 
is set out below"-- 
and I show the exhibit number, and the division, and 
95 the mill wages paid include mill salaries, and the 
net profit after bond interest and income san, and 
the provision for income tax. Now, in the oune or 
cottons the net profit efter bond interest and inco 


tax was $23,270,000. Will wages paid were G106 , 205, 000 


and income tex either pala or provided for $2,635,0 
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In knit goods the wages were {75,549,000 and the net 
profit $6,023,000 and provision for income tax 


$O59 , 000, Woollens, the wages were 041,729,000; 


net profit $4,242,000 and income tex $828 ,000, 
Hosiery, wages were $26,810,000, net profit 95,675,00 
and income tax $808,000, Artificial silk, wages 
$23,305,000, net profit $12,453,000 and income tax 
$1,802,000,. eal silk, wages $17,574,000, 
net profit $4,873,000 and income tax $646,000. Carp 
wages $7,158,000, net profit $2,202,000 and income ta 
$235,000. Paper Makers* Felts, wages $5,550,000, 
net profit $4,096,000 and income tax 9504,000, the 
total wages paid being $299,882 ,000, net profits 
$62,855,000 and income tax paid or provided for 
93,422,000, 
* It will be observed from the above that the 
net profit aveileble to shareholders is enly 
about 20% of tne total wage bill. Lecordingly 
a 10% increase in the emount of wages paid woul 
result in e 50% decrease in the emount of 
profits available to shareholders"-- 
MR. M@RUGR: That is providing they did not char 
the consumers any mo Te « 
WR. KELLOCK: If my friend will let me read -- 
"-eunless of course the wage increase could be 


passed on to the consumer in the form of increas 


sale prices." 
| My friend says I must reduce my prices. 


MR. MeRUER: You have not done that this last y 
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They have gone up, 

_ MR. KELLOCK ¢ “the ratio of profits te wages vari 
considerably between the different groups. 
Naturally, the Siamese viata enh ties of an 
industry will result in a reduction of the rati 


of mill wages paid to the total cost. This in 


turn would result in the net profits appearing 
a larger percentage of wages paid if the profit 
nite the same proportion of the selling price. 

it should be remembered however, that the mil 

wages shown for any mill or division do not 
represent the total amount paid to Canadian wor 
men ee & result of the existence of that mill 
or division. The buildings and part of the mac 
ery and equipment used represent wages paid to 

countless other Canadians. ‘This does not appea 
Pe the wage bill of the company for, to the 
pnts it is part of the cost of their capital 
sieot to be written off over a period of years 
But to the country as a whole it represents wage 
paid to Canadians. 

_ Similarly, fuel, repair parts and other 
supplies, incidental to manufecture and, ih 
certain cases, raw materials also contribute 
annually to the total Canadian wage biil, 
while included in seliing, ethos wa adninise 
tration expenses are stiil other payments which 
directly or indirectly provide salaries or 


wages to Canadians," who are the consumers. 
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* These same companies during the years 198 

! to 1935 inelusive provided for income taxes 

‘an anount of $8,422,416415.. In addition to 
this, sales tax, customs duties and excise tax 
on imported raw materials and machinery were 
paid to the Dominion Government, corporstion 
and ineome taxes to the vrovincial Governments, 
and real estate and business taxes to the muni- 


cipalities in which the plants were loca tede 


fhe companies whose reports are filed with the 
commission and dealt with in Exhibits 1214 
to 1221 inclusive show approximately 40,000 
employees in 1955, whereas in that year the tota 
number employed in the primary.textile industry 
was in excess of 60,000. Aecordingly, using 
pi as & measure, the proportion of the 
industry covered by the above exhibits is 
5662/36." 
| THE CCOMMICSIONER: Well, T think we have had 
enough for to-daye 
MR. KELLOCK: Very well, my lords 


=~ The Commission adjourned at 4,55 p.m. to resume at 
. 10,30 ems, Thursday, February 25, 1937.6 
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| Ottawa, Onterio, 
| ial Februery 25, 1927. 


-- The Comnission resumed at 10.20 A.M. 


THE CGQ@iISSIONCR: Very well, ir. Aellock. 


MR. McRUER: My lord, before Mr. Kellock 
gontinues hic argument I save @ letter which I think 
should be drawn to the papa of the Senmitnie Situ 

10 Your lerdship will recollect that when I was pre- 
senting my argument 1 mentioned the orgenizetions of 
the menufecturers in the textile futunton aah 
generally, and your lordship esked me was there any 


organization of importers, We hed inguiries made, 


a8 end 1 now bare a letter from the Cenesdian Importers 
- end ‘Treders Association in reply. 
THE COMMISSIONER: What do they cell it ? 
MP. McRUER: The Canadian Importers end Treders 
Association. 
a THE ¢ OMMI SSTONER: What ig the date of the 
letter ? 
MR. MeRUER: “It is deted Februery 17, 1937, 
and is addressed to the Textile Commission. It 
+ reeds as follows == 


THE COMMISSIONER: Where ia it from ? 
MR. McRUER: It is fran Toronto. Their 
eddress is 117 Wellington Street West, Toronto. 


It readss 
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"hs requested we send you, herewith, 
some information es to The Cenedien Importers 
and Treders Agsociation, ine., 

The present essociation wes formed in 
Toronto in June 1922 by e smell eroup of 
importers. Their object ting to ettemt to 
improve the lot of the Genedian import trade 
which hed round its business cut almost to 
nothing because of increased duties, the im- 
position of high veluetions for duty purposes 
and other vexetious and unpredictable rules 
and reguletions by the Customs suthorities, 
in fact by this time a number of importers had 
been entirely foreed out of business. 

The Agsociation gsined strencth very 
slowly ani we hed great difficulty in attrecting 
members. This wes due to several reasons, 

Meny of the importers were sO discouraged they 
felt nothing could be done. Others found then- 
selves in such fineanciel straits thet the smell 
fee asked wes too much for them end at this 


time « persistent report wes cireculeted thet the 


Association was purely e« political orgenizetion, 


formed for the purpose of embarrassing the 
government, This wes not so, 

Leter in the year the Association epplied 
for Dominion Incorporetion but this wes refused, 
and we have since been advised that it was lerge 


because of a letter from the Department of Trad ; 
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end Comme ree to the Secretery of Sta te objecting 
to granting iagorporstion on the grounds thet we 
were an irresponsible body end thet in any case 
the work thet we proposed to do was already being 
teken cere .of by the verious Borrds of Trede and 
Cheubers of Commerce, The AgsoOciation then 
cerried on as J noh-corporete body until Ostober 
of last yeer when we finelly obteined wédtnton 
incorporation, Bncer the present name, 

While the Agsociation numbers among its 
members geome lerge and important import firas, 
the percentege of the total number of importers 
in Cenada. represen ted in its renks, is very 
smell, Vur totel membership to-day being only 
one hundred snd twenty-two members in good 
stending; whereas the number of importers in this 
country must be severel thousands, 

the Association st present is only eble te 
employ the writer, who is Seeretary-Tressurer, 

On @ part time besis. 
. #e are enclosing, herewith, a copy of 


our By-laws end if there is any further infor- 


‘metion you desire we would be only too pleased 


to furnish s ame. 
Yours respectfully, 


The CANAAIAN IMPOPPRERS AND TRADERS 
| ASSOCIATION, Inc., 


Alen 0, Thorne 


Meneging Secretary." 
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THE ¢ MISS IONER: 


let ter, 


THE C GUMISsSIONrR: 


THE COMMISSIONER: 
10 


i, 


15 


a5. Ce MY lord, to eanpere 


MR. MeRUER; No, my lord, 


wheat s weak Orzenizetion it 


pmezing in view of the special 
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i will file this letter with the by-lews, 


You heve the by-lewe ? 


MR, MeRUER: The by~lews are atteched to the 


Thet will be Exhibit 1541, 


EXHIBIT 1241: Letter end By-laws Of the 
i ietee ee 


Censdien Importers and 
Treders Asgog istion, 
Incorporated, Toronto, 


Have you enythine to say 


about the Metter, Mr. MeRuer ? 


I just draw attention 


to one or two things in connection with it, first, to 


Seeus to be coampered 


With the severe] other orgenizetions thet heve been 
formed for the purpose of promoting the other interests; 
P.s0 it seens oan extraordinery thine thet they should 


be refused the right to incorporate, I think thet ig 


ect of parliement that 


pu corporates one of the other orgenizetions whose 


Interests sre contrery to those of this @ss0e ietion, 


ARGUMINT BY MR. KeLLocK (resumed ) 
nese a oe 
MR. KELLOCKs I should 


like to teke © moment or 


what the ineome would have been, 


H0 the shereholders of the compsnies to which i referred 


¥ paterday,. hed they invested their money in, say, 


op 


3 texte Severnment bonds instead of in the ‘textile 


panies in which they ectually hed their money 
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i MR. MeRUER: You meen the Origine 1 moneys investe 
or tie moneys earned —* 

MR KELLOCK: I em not telking ebout the sedge 
moneys invested at all. 


5 | THE GGMMISSIONER: You mean the profits reinvest 


in the business 7 


HR, KELLOCK: Yes, my lord, the capital figures 


thet I geve your lordship yesterday, 


THE CGiMLSSIONER: You mean, if these hed been 


i Y 10 put some piace Ea else ? 
| MR. KELLOOK: Ir they hed been put in Ontario 
Pac sit bonds isisteud of in the textile industry, 
this is the return they would have iia in the period 
1926 to 1934. I em tekineg these figures from 
2 Table 27, rate the ae jae of noveette prices, foreign 
exghenge end other fineneciel feectors -- Recent 
Ee onomic undone ies in Ceneda, 1919 to 1934, Bureau of 
¥tatisties. I find thet the return in 1926 was 4,79. 
THE COMMISSIONER: You were aeadieine of percen- 
eat 20 i on ti } eal 
bages ? z ao | 3 F: 
MR. KELLOCK | Yes. in 1926 the satan eal 4.79 p 
cent; 1927, 4.54; 1928, 4.43; 1929, 4.9; 1950, 4,71 
1951, 4,65; 1952, 5,21; 1933, 4.68; 1934, 4,11. 
25 || Now if my erithmetic igs right the average for the period 
is 4.66 per cent, my lord. 
There are two things that i should like to ¢on- 
pere there in addition to the ave of wore: One 
is thet. in the case ¥e the aaveryer in bonds, he can 
Ae 30 eet his hands on his capitel in: vested at any ng 
| He can realise on the bond imme a4 seis at any time. 
—_ | ra 
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You cen sey thet the shereholder in ® textile com- 


is. quite different fram the reasm@ why the sharehold 


the winding up of the coupmy end the distri bution 


the Feturn on the two types of investment. In the 


Went to the bondholder; he gets thet return in full, 
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peny cen elso realize on his investment es ea shere- 
holder in the gompmny in the seme way, but the reaso 


why the investor in se bond ean realize hie cepitel 


in the caapany cen realize on his investment. In 
the case of the investor in bonds, the purchaser wil 
purehese his bond from the seller because he knows 
that on the maturity dete of the bond, be it long or 
short, the debtor is going to pey; the bond disepp 
end the capital is returned in full, But the shere- 
holder in & ¢ampeny such as 6 textile ¢aupeny cen 
reelize on his sheres for ean entirely different 
reeson, not for the reason thet the purchaser knows 


expects that the eapitel is going to be realized by 


of its ssgets, but the purchaser of the st osk bays 
in the expectation end the hope thet the canpany is 
going to continue to cerry on and make profits. 
Thet, of course, is quite a different thing. There 
is more uncerteinty sbout it, end it mey be affected 
by & great many pwned demedimen thet do not apply at 
ell in sae (ease ofa bond, 


There is enother thing, my lerd, with regerd +t 


cese of the investor in gov: zamgnt wueae, the per~ 


sehaien of return that I just seve to your lordship 


But tn the cese of the percen tages of return on the 
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shereholder's investment which are in the tebles thet 
I submitted to your lordship yesterday, the sherehold¢r 
Goes not get the full return; he hes not cot t e ful 
return et ell, and I heve given your loriship the 
detelils -e 

THE COMMISSIONER: You sey he hes not sot the ful 
return. Wheat do you meen by the word "return”™ ? 
He got some return, ai ant he ? 


bys MR. KELLOCK: Oh yes, but he aia rot aet the full 


®) return thet the Gcmpeny got on its investment because, 
as your lordship will recall, the return thet the 
comipeny got, was distributed to the shereholders in 
verying proportions in the verying sections of the 

15 industry. For instence, in the Cottons, the shere- 

holder got Simost whet the compeny made, but in the 
reel silk industry, if my recollection is right, the 
compeny reteined ebout 54 per eent of its profits, end 


the reason of course why that is done «< 


> i THE CQMISSIONE:: You are talking now of re- 
investment ? 
MR. KELLOK: I am telkine now of reinvestment, 
The money is retained in the business for reinvestment, 
for the expansion or development of the businegs or 
So that there mey be a fauna on hand to meet the veryin 
ecnditions, such as a lerger demend for goods in 
better times then in sleck Simes, and the directars 
do not feel free to distribute ell the profits among 
> 30. (|| the shereholders because if they did that, then in 


j times of emergency unforeseen losses might occur and 
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unless there wes a fund reteined to take cere of 
these unforeseen factors which may develop in the 
future, the whole eevitel structure of the compeny 


would be imperilled owing to the risk involved, 


Hy subaission to your Lordship is thet compering 
the return in the same period on the two types of 
investment, it is impossible to sey thet in thet period 
et least there heg been any excessive profit earned 


i “ by this indus try. it get@ down to © question of 
8). stenderds, I referred yesterday to the fect thet my 
friend at one stage of these proceedings hed thought 
thet the return on # bond formed some basis of com- 
perison to the return which a shareholder in an enter 
15 prise lixe the textile industry might expect. 
MR. McRUER: Thet is very different from what 
you said yesterday. Here is whet you said: 
“Mr. Kellock: At one Stage of the preceed ings 
my friend voiced the view that thet return on 
> 20 Gepitel in an industry, which exceeded whet s 
would get if he had his money in » bond, was 
something terrible." 
That ig every different statement, end that is whet 
i took exception to yesterday. 

Mi. KELLOCK: Then I will edopt the langusge I 
used yesterday, end I will refer toe page 9558 of the 
evidence where my friend wes exeming Mr. Robinson of 
Penmen's iqmited, at line 12. -I quote¢= and whet 


they ate discussing is net prefits on sales: 
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“Mr. MeRuer: @. All right, 1933 ? Ae Sel es 
were $5,005,103. Net profit $277,512, equal 
5.55 per cent on seleg; 1924, sales were 
¥5,195,194, Net profits $274,591, equel to 
5229 per cent on sales, 

1965, sales were $5,220,925. Net 

Der cent 

profits $295,566, or 5,64/on ssles, 

@. Well, Mr. Robingon -- A, That ig 
not « big margin, is it, of net profit ? 

& df you ere asking me a question, 

Mr. Robinson, I should sey it was an enormous mpre 
gin, es the result indiceted, Now then, just 
teke this: A men invests money in bonds. On 
his investment these deys he gets sbout 3 per 
sent per ennum, end lucky if he gets thet ? 
4. Thet ig right." 

Mir, MceRUER: Mey I just interrupt ? My friend 
ig telking of two different things altogether. One 
is profit on sales, and the other is return on capita 
invested in an industry. You mey meke 2 per cent on 
seles, and you may make 50 per cent on your cepitel 
invested in the industry. They ere two different 
things eltogether, end to make the statenent thet 
my hon, friend made yesterdsy, towhich I took éxce pt jon 
end he seid he would beck it up by chapter and verse 
in the evideme -= here wes his statement yesterday: 

“Mr, Kelloek: At one stage of the proe ceedings 
my friend voiced the view that thet return on 


cepitel in en industry, which exceeded whst a 
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men would get If he head his money in ea bond, 


wes something terrible,” 

“T think my friend” dient to witharew thet statenent. 

MR. EULLOCK: Not at eal. 

MR. MoRUUR: Béesuce I wes deeline with what 
the result shows, end thet is thet the Penman Menufa 
turing Compeny hed pela larse dividends of 5 per cen 
on stock thet wes issued for nothing, out of profits 
on seles, 

MR. KELLOCK: “My friend is perfectly right. 
Unless the company esn turn over its stock moré then 
once in @ year the net profit on ssles coincides 
with the finel net vrofit, end that is whet I point 
out in ny brief, but you €o not get eny such percen- 
tage as 50 per cent which my frien? talked about in 
his illustretion. I find on the following poge, 


page 9559, my friend asked Mr,’ R6binson thie questio 


ee 


“Mr. MgRuer: Q. Task you, Mr, Robinson, do 

you not think it is an enormous profit, heaving 
“hegara to whet other people in the @ Ommuni ty 

gan make ? | 

Mr. Kellock: Whet menegement is there in 

sittine dow drawine bond interest end elkppin 

coupens ? | 

Ths Witness: You would not consider 5 per ge 
*n extraordinary profit on seles, would you ? 

Mr, McRuer: Q, An indus try gan garry on ver 


-profitebly. et 2 per cent net profit ? 
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THE C GMMISSIONER: .On acles ? 
HR. KELLOCK: Yes, thet is what he means, for 
the evidence goes on: 

*"Q.... Age per cent net profit on Seles, 
cen it not; it is net profits we are desling 
with, not gross profits, ~ that is, net profit 
after bond interest is paid, opereting expenges 
ere paid, deprecietion igpaid, after everything 
is taken into eonsideration --« 

The Commissioner: Arter texes ? 

Mr. MeRuer: @. After texes ere paid, efter 
income tex is peid, all thet sort of thing, and 
yet you show a net profit of 54 per cent to 64 
ber cent per ennum in years of depression, 

Mr, Kellosk: Thet is not correct, Ur, MeRuer 
Start with 19230, 

The Commissioner: Well, start with 1930, 

Mr. MeRuert Oh yes, I see, I beg your perdor. 

The Witness: In 1930 we eoulé not afford 
deprecieti on, 

Mir, Kellock: There wes no depreciation in 
thet yeer at ell. 


The Witness: No deprecistion st ell in 1930,' 


So teking the net profits on ssies that the witness 
Speeks ebout, with varying percentages in the neigh- 
bourheod of 5 per cent, the final net profit was 54 
to 6 per cent per ennum when they have taken off no 


a 30 depreciation et all, end if they take off depreciation 
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it wes not there at all, . 

MR. MeRUBR: Do you mean there was no profit 


there ? 


WR. AVLLOCK: That is what I read from the evidence. 


: and I eertainly thought @t the time thet tht inciden 
took plece thet my friend was trying to find some 
stenderd in the return on a bond by which you could 
eonpare whet was e reasonable retarn on the investmeéen 

7 of shareholders in en industry such @s the textile 


industry. 

MR. McGRUER: What I-seid was thet this ‘net 
profit on gales showed a3 big a retarn ss the return 
on capital invested in a bond, It shows en exorbitan 

15 | profit, to my mind, 
| THE G@MISSIONER: © ‘They ‘ere two different things 
UR. MeRMUER: They ere two different things. | 
THE COMMISSIONER: You sey thet this company got 
S per cent profit on sales. I sannot tell enything 
> 20 | from thet stetement. I cennot tell what it meens to 
| the shereholders, 

MR. KELLOCK: In the yesr 1950 it meant 54 or 6 
per cent before there wes eny depresisetion provided 
for at all, and in the tables I have given your lord- 
ship --. 

* THE COMMISSIONER: Whet was the profit on sales 
thet year ? 

MR. KELLOCK: The profit on selea in that par- 
ticuler year, in 1930, wee 3,16 per cent, my lord, 

THE. COMMISSIONER: And thet resolvell itself 
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into ea profit of how much ? 
MR, KELLOCK: It resolved itself into probably 
very much less then 5 per sent -« 
TH COMMISSIONER: You said something before -- 
MR. AELLOCK: That was before deprecie tion. 


CHMISSIOND R: I eann 


ot tell anything fron 


thet slone. You would heave to know the volume of the 


seles. I mean to say, you are telking of two differeht 
things. When you telk of interest on ea bond, you 
snow whet you sre getting. You pey one hundred dolla 
for your bond, eni you get 5 per cent interest, and 
thet is. the end of it. But when you tell me thet ea 
campany makes £0 much profit on seles, unless I know 
15 a whole lot more about the company and its volume 

of business, it does not mean anything to me. 

MR. KELLOCK: In tuat year -- 

THE CGMMISSIONER: I.do not think Mr. MeRuer 
was canparing the percentage of profit on seles with 
> 20° the interest on a bond. ‘There wes something more t 
thet. It was the net result to the shereholder that 
he hed in mind. 

MR. KELLOCK: Yes, and that depends upon how 
often the capitel is turned over in a yesar. 
25 THE COMMISSIONER: And upon e lot of other thing 
too. 

MR, KELLOCK: We find that in that year the fina 
real net profit wes 3.4 per cent. 


Me McRUER: On seles. 


MR. KELLOCK: No, on the shareholders' capital 
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-- On the shsreholders' equity in the business, 

MR. MoRUER: The shereholders' equity in the 
business iss different thing. The shareholders dia 
not put that in. 

THE COMMISSTONDR: You are involving too ma ny 
different things. You speek of e man. buying a bond, 
where the cepitel is kept intect, neither ineressed 
nor decreased, 

MR. KELLOCK: Yes, 

THE COMMISSIONER: But in the ease of e share- 
holder getting 2 or 6 per cent of a dividend fran a 
company where 40 per cent of the company's profits 
were reinvested in the musiness, the value of the 
shareholders’ stock is inereased by so much, so you 
cannot @anpere the two, 

Mi, KalwOCKk: Gyite go, but you can compare -= 

THE COMMISSIONER: You cen compare enythineg, 
but I meen they are not the same thing. You ce nnot 
sey: I only got 3 per cent on my stock, ami go and 
SO, who bought s government bond, sot 4 per cent, 

a better return then I om getting, because if the 
compeny put 40 per cent of its profits back into the 
business end the shareholder consented to it, thet 
increased his capital, but the men who bought a 
bond did not get sm increase on his capitel. His 
principal was $100, end it is $100 still. 

MR. KELLOCK: Im the figures that I heve civen to 
your lordship in my feetum I heave eliminated thet 


consideration and teken the net profit eceruing to 
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x the shereholder. 
THE ¢ CMMI SSION: R:; You have eliminated it in what? 
You did not gh intnete it in your ergument. 
MR. KELLOCK: I was dealing with the standard 
5 whieh I thought my friend was setting up. In my 
bricf, stetemait No.3 shows the net profits, end thet . 
figure of net prof its ins ludes ast ret whet was dis- 
tributed emone the shereholders in feet but what 
wes reteined by the compeny and reinvested, 

.] 10 | Now, my lord, mesy I refer to Section H of my 
brief. This is to same extent ellied with whet we 
have been discussing, end tht is the reeson I think 
it cones in logieelly here. I quote from Section H: 

, "It has been considered necessary and 
— Cesireble for the textile industry in Cenesds, in 
common with other industries in Cansda and 
elsewhere, to have trade assOcietions where 
matters of common interest to the trade mey 
» be Pr eeanteneer end fecilities provided for meking 
| zg informa tion evailable and giving services to 
incividuel members which the individuel members 
themselves could not provide except st a pro- 
hibitive cost. The evidence (p.8651 et. seg.) 

a outlines the heture of the services performed by 

‘the associations meintained by the textile in- 

dustry in Canede which, generally speeking, 
inc lude the preparetion end presentation of cases 
from cine to time to the Teriff Boerd, furnishing 

» 30 | informa tion regarding the industry to the members 


and the government, and canpiling stetisties end 


ti i ee 


‘ — me > = > Swe | - - Soa ‘ a a 
a 8 SD 2 ee eee 
Pe ; ie - > ae . 
i > ae ss > i ia 4s ‘a +> ‘Sere 
x + yi) . - ‘ a se : ' r 7 Y ‘ 
ey ius 7 ae ; ‘ } ve 
‘ + = ‘ , Se > 
aa ’ a a. 4s iat 
aa tS a + 
ad hs! 


sintodernde 
beste at ¢t betsatattes ovat oY “qtikoTeeTian 0 an? 


| , eieew gts TOY ai it ‘otentnt Le ton BEB wor | 
bisbiede eff Adin sub tees sew I 100.10 at 
Ye alk (Ce aatitos ssw incl? ym ‘titguoda I doitw 
| eas bie ,eilior fen bit eworte &.0u imaotste ond 
ats eau Jaiw yin fom eo buf ont et tiorg ton 10 out, 
Tete ted fest al ete blodsisde od gnome bodudt at) 


-bodeeraies bre yueqmoo odd w beaistex >| | 


i 


- te a noivoet eof t9te1 t Yom, brot ym _ nol im 


ew ¢ aiw dtiw boli Is sditce emcee 63 at eta? .% ta 


sa et I Woeset sit ef tot Bue Salesvost b neod ered 


3 


:?H soitece mott ete wy I ted ¢lleotsel at — “a 


— 


“Bae yvisessosa bexsii eaoc mod ead +X" : 
vr bioapiate Wp aett 
at ;ebeneD af yttenont of ixsi edd wt eidartach uid 
Bae ebened ot aeitiewbal’ tedio diiw fommOD | 
" wish’ ‘ene bis looses shot? evad of »etadweele : . 
i | 7 
« Yar efexd ad? ot Faetetnt HORN & to exot dam i ) 3. 
pos it im 
Satéen tO? BebFvotq estiitiost bas bomarants od te > 
is 
if: ; 
Hy | r 
’ x 


hot wosivroe gaivig tua sidaftey> notventotat a | 


etodmem Laub tvibet oiff ‘doliiw bxodmem isebivibat we 


Ate 2 te tdeoxe ebivore You Bites serio anods ' 


rt nd 
} 


(poe ste 688.9) veksbire ont -teoo ovisietd | 


see 


@ Bomio2>¢ eeolvies edt to atten od? sonhisis0 = | 
vat eriexes’ eft yd Bentetn? aa snd tisiecase edt ae: . 
ad iit 


| \qmblseqe Ul letenes -foldw sdavad al Yttesb -* 
aso te aolt atageetd bus noldoxeqetg. oat tit es | a. 
ideinw? shreod vier oat oe ont ets os ct | 
todn om 08 of grtesbat tt jallea ae ' 


ban -wottetters: aie ae 


hire Er OF 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


REPORTER 


_. TORONTO - 


PY 


CANADA 


16817 
other informetion, 
4n a8pect of assovietion work which was 
Ziven considerable prominence in the evidence 
soncerned certain groups where feir trade 
prectices were established, end in some eases 
attempts mede to stabilize prices, end ¢onsider 


control of production, There was no evidewe 


that these sctivities were detrimentsl to a@ 


egeinet the interests of the public or resulted 
in injury to or undue restraint of trade, It 
ig submitted thet the action of the #roups of the 
industry affected by the sbove arrangenents was 
temeficial from a pablic point of view, The 
fair trade practices were established to prevent 
diseriminstion as be tween purchesers by means 
of discounts, rebates sand allowances, and to 
merk merchandise properly for the benefit of the 
public, Attempts at price Stebilization were 
meade to modify wasteful or demoralizing trading 
conditions in eertein products but the 
éfrengenents were not rigid ami it is submit tea 
thet en ill-regulatea supply end unremineretive 
priees mey, in point of fact, be disedventegeocus 
to the public. 

in every trede there become established 
certein methods of desline with eustoners which 
become known and recognized throughout the trade 
as the most mutuelly fair ana satisfactory 


errengements for conducting business end Which, 
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if departed from in the case of some eustomers 
only, would constitute d@iserimin-tion in fevour 
of those customers ag agéinst other customers, 
It is generally held thet to upset these estab 
lished practices is not food trade prectice, 
It is true thet in the eese of the textile 
industry meny provisions for’ the maintenance of | 
feir trade precticés went alone with meesures 
edopted to stabilize prices, but it is not true 
that efforts et price stebilization were any 
essentiel pert of the reeson for the efforts 
which were mede to msintein feir trade prettices 
end prevent discrimination between ¢ustomers, 
On the eontrary, the evidence is that many feir 
trede measures were urgéd and mainteined for 
sections of the industry snd for mills which at 
no time took pert in any attempts «st price 
stebilizetion., It shoula be pointed out thet 
the existence of prige and other cisoriuinations 
between customers wes & Situetion which was 
severely criticized es the Price Spreads Commission 
end which, as a result of their report, hes 
been subject of legisletion.” 

i do not know whether the new section 498A of the 

Criminal Code has been drawn to your SMe S 


attention. Thet section now provides: 
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"Every person engeged in trede or commerce 


end lisble to a penalty not exceeding one thous 
dollers or to one month's imprisonment, or, if & 
corporation, to a penelty not exceeding five 
thousend dollers, who 
(e) is e party or privy to, or agsists in, 
eény transection of sele which di sorininste 
to his knowledge, egeinst gampetitors of 
the purchaser in thet eny discount, rebste 
or ellowence ig grented to the purcheser 
Over end above any discount, rebate or 
allowance aveileble st the time of such 
transection to. the aforesaid competitors 
in respect of_e sale of soods of like 
quelity and quantity; 
The provisions of this paregraph shall 
not, however, prevent » so~operative soviety re~ 
turning to preducers OF consumers, or.a Goe 
operetive wholegsle Society returning to its 
constituent retail members, the whole or any 
pert of the net surplus made in its treding 
operations in proportion to purchases made 
from or sales to the society; 
_. 1h) engeges in « policy of selling goods in 
amy erea of Cenesde et prices lower than 
those exacted by such seller é¢lsewhere 
in Cenada, for the purpose of destroying 
competition or eliminating e oupetitor 


in such pert of Cenada;" .. \ 
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THE COMMISSION]: When wes that enested ? 


MRe KTLLOCK: In 1925, 

THis COMMISSIONER: It would be in the statutes o 
1935 ? 

Mi» KELLOCK: Yea, 25-26 Geo.V, Chapter 56, 
section 9, | 

Mi. MeRGGR: Can my friend tell us wheat it means 
there is considerable judicial Confusion over it. 

THs CQWMISSIONER: Hes it ever been before the 
courts ? | 

ME. MehJEk: It is ene of the acts thet went to 
the privy eounc il. 

THE COMMISSIONSR: . Its validity was upheld. 

Mie MoRUGR: It weg held to be eonstitutionel, 
but there was some judiciel eomment, 


THE COMMISSIONER: You heve reed the judgment ? 


a 


aR. MeRUER: All the judgments were printed in 


— 


the Votes and Proceedings of about two weeks ego, 
ur. Rene cen cet thet, 

THE COMMISSIONER: ‘his is the only thine that 
e@Oneerns me, ig it not ? 

Mi. KELLOCK: I think $0, my lord. I wes also 
going to drew your lordship's attention to sane parts 
| Of the Trade and Incustry Commission 4et, which is 
chepter 59 of the seme year. It covers additional 


|| ground. 


ME. MeRUER: This wes merély held to be constitu- 


| tional, thet is, thet the &overnment of Censda hed 
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power to declare these prectices, whatever they were, 
a Griminel offence, 
THE COMMISSIONER: Thet is ell it could do. 
MR. KELLOCK: Good legislation, 
MR. McRUER: They did not sey it wes good legis- 
lation, but that it wes valid legislation. 
THE COMMISSIONER: ‘The Customs Tseriff is valid 
icgigl ation, but Mr, MgRyer does not egree thet it is 
% te £008 legisletion, 
MR. KELLOCK: Qyite go. My friend's point of 
|| view is very evigent all through his ergument. I 
refer again to my brief, page 2 Section H: 
"Some of the subjects which eold be elessified 


15 es fair trede practices," | 


THE COMMISSIONER: Should not "fair" trede prac- 
jLces read "unfsir" trade prectices ? i would aesume 
fiet everything wes feir thet Wes not positively unfair, 

» | Mik. KELLOCK: It should be "unfair", 
20 | 


THE CQMMISSIONER: It is e clerical error, is it 


MR. KELLOCK: It shoulé reed "anfeair", I 
qjucte; | 
5 "Some of the subjects whieh could be classified 
as unfeir trade practices which have been dealt 
with in the evidence are sllowances for freight 
eharses (f.0.>., mill),. terms of peyment (i.e. 
prepayment dl lawenses end discounts), proper 


merking of merchendise (i.e, discontinued lines, 
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seconds &¢), payment of c.stomers’ advertising, 

providing of store furniture, ummecessary re- 

finishing of merehendise, psyment of sales 

Glerks' wages, givine of merchandise es premiums, 
5 rebetes end ellowences, proper definition of 


*wholesele’. eas distinet from 'reteil'’ cust ouers 4 Ped 


MR. MeRUER: Whet do you mean by “discriminationg' ? 
Theat they aight sell at a common priee, but that som 
* | - customers, for instance, would get window displays 
which would be unfair to others because one man has 
& good corner store for a window display. 
MR, KELLOCK: Give a lower price. 
MR. MgRUER: Thet if one store gets window disple 
15 ell stores should get it ? 
ME, SELLOCK: I do not think I mentioned window 
displeys. 
MR. MeRUER: I em just asking for en illustration 
MR. KELLOCK: I cannot do it ell im one sentence 
® 20 Mike McRUSR: You say, “sustomers' edvertising.” 
MR. AELLOGK: If my friend will just be patient 
I think he will sée thet I cover the ground. Re~ 
ferring agein to pege 2, Section H of my brief: | 
‘With regard to allowences for freight, 
the evidence is thet it hes been the practice 
emong cloth mills to sell f.o.be mill ani thet 
in the year 1934 pressure was brought to bear 
by some customers fo the mills to obtein special 
» <2 adventage for themselves by having the mill pay 


their freight. A eanvass wes made of the mills 
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to determine whet the established prectice was 
in this respect," -- 
Thet is, whet hed grown up in the industry: 


“== and it was confirmed that the custom wes 


to sell f.0.b, mill end thet, therefore, paymen 
of freight to e customer would constitute dis- 
eriminetion with respect to thet perticuler 


customer," 


THE COM leSIONER: . Theat would mean. the manufac-. 
turer would pey the freight without increasing the 
price ? 

MR. KELLOCK: Yes, for one customer but not for 
others, Continuing: 

"It is clear from the evidence that @lt hough 

some of the mills whe were canvasged on this 

matter took part in price errangements, there 
were elso many Other mills who hed not been 
perties to any such erreangenents, end in fect 
there were some whose products were of ea tune | 

_ so ai tferent from those of the other mills 

that they could not conceivably be interested 

; in eny such discussions," 
I em merely developing the argument, my lord, that 
errangement of prices is not necessarily eny part 


(of fair or unfair trede practices at all. 
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MR. MeRUER: De you meen thet volume of productio 
would have nothing to do. with it? Suppe sing a will. 
had a customer whe teok a heavy volume of production, 
and one who just took a smaliVyardage; would you say 

5 it is an unfair trade practice if you were to pay the 
freight for the one that takes the heavy volume of 
production? 

MR. KELLOCZ: 1 would think it was -< 
| MR. MeRUER: I. just wanted -- 

a 10 MR. KELLOCK: Just a minute till I answer yous 
I would think it was, knowing as little as I know abou 
the industry, but my view would be this, that there 
would be nothing to hinder, and I don’t know that 
there would be any objection from the standpoint even 
15 of a new section in giving e price which was a 
better price for the samenx quantity. 
MR. MGRUER: Wheat is the difference if he does 
so by paying the freight or giving a better price? 
» MR. KELLOCK: That is not what I am speaking abou 
a at all. I am speaking about the same kind of sale, 
where you simply pay the freight for one eustomer and 
not for anothers You are, under e« cloak, as it 
were, giving one customer a better price on his 
a sale than anothers 
‘MR. MeRUGR: Supposing he is a good customer. 
THS COMMISSIONER: You are now dealing with 
this act, 498-A, which is designed to prevent can- 
petition of a certain class. 


» 30 oo. MRw KELLOCK; Yes, it is diseriminatory competi t 
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THe COMMISSIONER: It has nothing to do with 


encouraging canpetition. It is the other way sround. 
¥or that you have to go to the Combines Act, things 
of that sort. What are you doing here, endeavouring 
to illustrate to me the sort of things you think 
would be punishable under this Act? 

HR. KELLOCK: What I am doing is this; when I 
was preparing this factum I did not have my friend's 
factum. 1 @id not know what my friend's line of 
attach was, but all through the evidence my friend in 
his examination took this view --"what do you people 
méan by getting together and saying that you won't 
give these discriminatory allowances} whether it is 
a freight allowance, or psying clerks salaries or any 
thing of that kinds My friend thought thst was 
vieious. 

| THE COMMISSIONER: I suppose he still thinks it ds 
vicious, 

MR. KELLOCK; He doesn’t mention it in his fact 
NOW « 

THE COMMISSIONUR: Yhe fact the t you have an act 
of varliament authorizing your view to becore ‘ew 
does not prevent Mr. MeRuer from offering his critici 

MUR. MeRVER: The point I was making, my lord, 
was that Mr. Hallam was contenling for a long time 
when he was examined in Toronto there was no price 
agreement. In the cloth industry, for instance, I 
was bringing out in my cross-examination that you 
would not agree, for instance, that you would all 


sell f.o.bs if there wasn't a body to maintain a 
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» common price. Eventually we got the evidence from 
Mr. Dedd in Montreal that there was an agreement 
in regard to the cloth, and Mr. Dodd said -- 
THE COMMISSIONER: Pardon me, you refer to 


these written agreements, don't you, the letters? 


| They all fixed a particular price, that the price of 
such an article is so satel f.o.b. mill. The price was 
senatnatint settled. 

MA. MeRUER: We didn't have at that time, when we 
examined Mir. Hellen, the agreements that Mr. Dodd 
fimally filed in Montreal, and Mr. Dodd said very 
frankly the reason that ws had this sgreenent not to 
sell f.0.0. mill was because it waits be a cutting 
of the orto deat we hed agreed ons 

THE COMMISSIONER: You aay not to sell f.o.b. 
mill? 

MR. MeRUCR: To sell f.0.b. mill, not to sell 
P.O0eb. eatenen. or make any encroachment on it becau | 
it would be a cutting of the price WG agreed One 
Mr. Dedd was most frank in that ste tenant. Now, it 
is quite true as my friend says that when we examined | 
Mir. Hallam we did not have that evidence, because he 
was contending there were no cloth agreements, 

WR. KELLOCK: I do not agree with that at all. 

AMR. MeRUTR: He was denying ite 

THE CGMMISSIONER : You are talking of cloth now? 

(MR. MowUIR: Yeu = 

THE COMMISSE ONER: I had in mind hosierye 


_, MR. MeRUER: This is in regard to the sloth; Mr. 
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Dodd, who was sales manager for Barrymore Cloth -- 

MR. KELLOCK: Worsted cloth. 

MR. MCRUER: Woollen and worsted. 

MR. KELLOCK: No, just worsted. 

MR, MeRUER: The letters I read in regard to 
thet were letters where they were — less 
reproving the mills, pointins out that sane were 
selling f.o.b. customer and some f.0o.b. mill. Row, thi 
was & bad practice. Mr. Hallem would not confess 
the reason it was a bead practice was because it was 
& Cutting of prices that were agreed con, 

‘MR. KELLOCK: I say it has nothing to @o with it, 

MR, McRUER: My friend says it has nothing to do 
with it. Mr. Dodd said it had, 

THE COM-ISSIONER: Why it is a bad practice if it 
does not affect the price? i thought that is why it 
was a bad practice. I mean, under this act -- 

MR. KELLOCK: It does, but that is not exactly 
what I mean, my lord. My submission is -- ny point is 
rather, that my frien@ ties up these unfair trade 
proctiees whieh do, of course, affect prices, to the 
agreements or documents or whatever we like te call th m, 
which fix definite prices. Now, my lord, all my 
argument is ~- the whole burden of my argument is that 
in regard to these unfair preetices that the mills 
were perfectly proper and justified, apart altogether 
from fixing a common price as among themselves, in 
agreeing that these things should not continue. 


THE COMMISSIONER: What things should not continue? 
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MR, KELLOCK: Thet is, this unfair praetice of 
selling f.0.b. customer instead of f.o.b. mill. 
THE COMMISSIONER: How eam you say that is an 
unfair practice if it is arranged. so it makes no 
5 difference in the price? 
| MR. KELLOCK: Well, I don’t put that forward 
because, of course, an allowance fio.d. customer would 
make a difference in the price as between two customers, 
THE COMMIS STONER: You must get back to that. 
* 10 MR. KELLOCK: Thet is the vice of it. All I 
am saying, my-lord, is that. there were branches of 
the industry where they did not fix prices at all. 
That is, they did not fix actual selling vrices,. 


They simply fixed the practice —- 


ie  *‘RHE COMMISSIONER: Repest that again, | 
MR. KEILOCK: That they did not fix common prices 
as among them all. They simply said -- 
THE COMMISSIONER: Where do you get your authori 
» for that?  Ferhaps you are talking of one thing and 
r are I of another, Take, for instanee, those agreements 
in reference to the hosiery people. 
MR. KELLOCK: I am coming to those. ~4 
THE COMMISSICNER: Do ‘you mean to say they did i 
95 not set the price? 


MR. KELLOGK: They @ids 

THE COMMISSIONER: They set the price on such an 
article as so much f.so.b, factory, 

MR. KELLOCK: I say that some branches of the 


% 30 industry, which did not have these arrangements, agree 


oe my a 


phe a CC —_—_ At" ics a ae a 
a ies aK Ng ; a ee” _ u i he ane e 
- i oe = @ bad * ne a 7 T, 7 : 

» . ° . i Pv 
ie , fe Jae 
s = ¥ @ ? a _ 
nfs +3 : . “ : 7 


= 
i: ie Wega Sea 


er. ee. 
a 


Yo eoltostq tistaw etdt .et teat MOG. a 
»fftm .d,0.% 2° peodunk seredeue 4.00% joins | 
ne at tedt ara poy une woll sSIMOT SATO AP | 
on Berea te oe Sepaorta wk ¢h ti eibeely tislns 

| ‘s08re ‘out al SoHeTeTTLh | 
Browrot gadd fg $*mob I Liou : WS0LE ae * si | 
Sivow Temes B09 of Get eorawolls Pr 1987000 tO , eatsosd | 
Tamods 19 ows patet 2a sadairaed edé at aonereTt tb a oven 
etadt of raed hea Fa sit —_ ; AMO e SMO ae | 

I ffs “Ft to mony edt et tod? Pec akars. ht - y | 

to sedouerd erow ozond gedt at .brol ya gikysa ony 
sifa ta eooieg xit ton BEB wed “oredtw serdesoat oud 
espive natives tates ath tek kis Vell at teat | 

~~ . wbbtoate edt bext® tiqute eit 

hign tadt daseel : MALO Tee Ton ae i 

geo ing ALGUIAAO zat ton ALG yord tod? : wOOTIS oft ; ] 
~- fies yfamte ved? .dia medd” gators as 

t itordus THON tex UOY 0b one di HMO ce Luo aT “| 
bas aniit exo to gitdiae © ete Lor eqadret”  ttade ae ts 
alec seodt sppconpeey <0? oust capitation 
J selqoee erolzod ‘eit of eonbtoter. H | 
event of gutaoo sin T ; soda te” | | 


Bib Yous Yor of moom Hoy Cc sumone rand Pa ae 


ne fowe m0. coke of don vad? : WEBLO 
hs wa 

oot oa? ona 

“HiRes ie 


_ eit to eovenead once , podcne I +m 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


_ TORONTO - CANADA 16832 


that they would not sell any Way except f.o.b. mill. 
in other words, they didn't-< 
MR. MeRUDR: Which branches? 
MR. KELLOCK: Just a minute. 
5 THE COMMISSIONER: That is regardless of price? 
MR. KELLOCK: Regardless of price; in other wo 
they would sell et their own price. _ 
THE COMMISSIONER: Perhaps they did, but I will 
be quite candid and say if I am z0ing to be told to 
* 10 imagine they were not caring what the price was so lo g 
as it was sold f.o.b. mill, that there would be absol ei 
ly no sense to that. You must get back to the vricd, 
MR. KELLOCK: My lord, apart -- let me illustrat 
what I méan in this way =~ apart from any concerted 
agreement to chargé a common price in the section 
where that isn't done, 
of the industry caspetition itself/will result in 
this that if I advertise my prices -- I am a mili 
and T advertise my prices at so much. the other 
mills, if they are going to ecoapete with me on the 
kind of goods, apart from quality, have got to follow 
suit. 
THE COMMISSIONER: The same price. 
MR, KELLOCK: They have got to come to that. 
~ THE COMMISSIONER: Then, if you are paying the 
freight of course you are reducing the price, 
“MR KELLOCK: T em reducing the price, 
“THE COMMISSIONER: It all gets back to thet. It 
is no usé trying to Say it is anything else. all 
A) 30 these things, no doubt, are desicnead to prevent one 


menufee turer from selling to the retailer or other 
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customers at a lesser price than the other. 
Whether he does it ordinarily by sayine my price 
is so.much less, or 1 will pay the freicht for you, 
or I will give you a premium, or something of thet 
sort, it all. gets back to this, t’at you do not want 
one manufacturer to sell at a lesser price than the 
other. . Now, that is rights 

MR. KELLOCK: In that under-cover method, 

THE COMMIS: IONER: Any methods 

MR, KELLOCK; That is what the statute hits at. 
Now, my lord, i don't know -- 

THE COMMISST NIER ¢ i say apparently that is what 
Parliement did, met your views, the views ef the 
manufacturers by passing that statute 493-~A, and the 
Privy Couneil seid Parliament had the power te do 
that, That dees net mean to say that everything is 
satisfactory, that it is proper to do this, and it 
must not be a question any more as to practice, 

MA. KELLOCK: That means that these things cannot 


be questioned. 


THE COMMIUSIONER;: I am not talking of thet legally. 


As I say, the Customs tariff is perfectly legal, 
valid and constitutional; nevertheless it has been 
argued before me for a whole year now nearly that it 
is too high, Things may be legal and still I am 
herp to hear reasons why it ought not perhaps to be 
changeds | : 
MR. KELLOCK: Very well, my lord. Then, I will 
continue with my discussion, and at the foot of page 


two, my lord -- 
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THE COMMISSIONSR: The foot of page two? 


. TORONTO : CANADA 


MR. KELLOCK: The foot of page two-- 

"That the proetice which had been the custom of 
the trade, namely, selling f.o.b, mill, was not 
only fair but sound economically is shown by 
‘the authority referred to in the evidence, name 
"Principles of kLeonomies* hy Gesber and Hanson, 
as Tolliows: - 'The trade preetices of the vari 
industries with respeet to orice policy throw 
light on the way competition works in the modern 
organized economy, In many industries the usu 
practice is to sell f.o.bs at the will, the 
purchaser payine the cost of transportation from 
the mill. Thi spractice comes neurest to satis- 
15 fying the requirements of a truly competitive 
market. Under this system the buyers are fully 
enabled to exercise alternative choices and to 
purchase at the lowest price plants, ¢ost of 

~ transportation considered, his policy, univer 
‘yi si sally pursued, would result in the most economi 
geographical distribution of industries and hen 
in the most efficient utilization o@& the nations 


resources", 


7 Then, with regard to terms-= 
THE COMMISSIONER: He means, I suppose, that the 
|tendency Gor the purchaser in that case would be to buy 
from the nearest manufacturer all othe things being 
qual» 


MR, KELLOCK; And it- would affect the distributio 
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of the industry; the industry would tend to go closes 


to the market. 


is particularly in the interests of the buying public. 


I have already covered --"and among these the mtter o 
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THE COMMISSIONER: Closest to the markets 

MR. KELLOCK; * The evidence shows that the cust 
in the cloth trade was to invoice goods deliver 
after the 25th of any month as of the ist of th 
following month. There were some customers of 
one of the mills who attempted to obtain better 
terms for themselves by having goods delivered 
to them earlier than the 25th, still dated as o 
the lst of the following month. This request i: 
acceded to would have resulted in diseriminatio 
in favour of the customers seeking the change unless 
it were extended to all customers of the mills. 
Unless se extended it would be an unfair trade 
practice which had nothing whatever to do with 
any arrangements as to prices. The views of th 
mills were obtained by the Association. The 
evidence shows the universal mature of the custo 


as to dating which was in existence in the indus 


wry" 


Then, marking of merchandise, and this, my lord, I submkt 


" In the exhibits which havebeen put in relati 
to the stabilization of prices in the full 

fashioned hosiery branch of the indastry, namely} | 
Exhibits 563-568, ‘ number of these unfair trade 


practices are dealt with"-- that is the ones 


the proper marking of merchandise. The subject is 


eiist. * 
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) : | | 
"dealt with in pararcraph 11 of Exhibit 565 require 
ing all stockings not first-class to be marked as 


such. There is a distinct disadvantage, from the 


standpoint of the mills, in adopting this practice 


nn 


as some retailers are willing to pay the mill 
ike fer seconds which are not warked as such. 
These retailers are able to market this merchandi 
as firststo the prejudice of the public, and to 
the prejudice of the ret&iler who is not willing 
to follow such practice*. 
wR. MeRUER: You say mark them es firsts? 
MR, KELLOCK: No, I said to sell them as firsts. 
| THE COMMISSIONER; Sell them unmarked. 
| MR, KELLOCK: Sell them unmarked. “slking slong 
the streets I think you can see that practice in some 
other branches of trade now. | 
t.. and to the prejudice of the retailer who is 
not willing to follow such practice. Notwithe- 
~» standing that it was a sacrifice to the milis t 
mark seconds as such, those mills which were 
from time to time parties to the pvrice arranzge=- 
maitte did so”, 
And that was part of the errangement that they would, 
25 if it wes @ ape they were turning out, they would 
mark it so that the ultimate purchaser would know wha 
he was getting, and would not have that put om him as 
though i+ tae w firets 
THE COMMISSIONER: That was al rights 


a 
L , . 
‘S) 


WR, KELLOCK: Then, advertising allowances. 
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| Now, my lord, I submit up to that point we are carryin 
out the recommendation of another Hoyal Commission, 
| which is, I submit, in the interests of the publice 


terms are very wide, curbing unfair trade practice. Yo 


| unfair and what are nots 


| recommendations 


16857 
“The sane exhibits 565-568 deal with this subject 
in paragraph 4. This paragraph places a limit 
on such advertising allowances and in this way 
eliminated discrimination as between the mills' 
customers." 
Then, with regard to store furniture -- 


"The same exhibits also deal with the question of 


equipment Supplied by the mills to distributors, | 
limiting this matter to a uniform practice to avoi 
discriminations 

The Price Spreads Commission had the following 
to say with regard to the textile trade associatio 
‘A field in which the trade association bight 
perform useful service is in the promotion of 
proper standards in consumer goods, eliminating 
dishonest marking and labelling, and curbing unfai 


competitive practices," 


THE COMMISSIONER: Yes; of course, you see the 


have got to sit down and decide what practices are 


WR. KELLOCK: ,uitee 


THE COMMISSIONER: Read the language again of the | 


MRe KELLOCK: "*A field in which the trade 
association might perform useful service is in 


the promotion’"-- it was speaking with particulax 
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regard to the textile trade associations -- 

**, field inwhich the trade association micht 

perform useful service is in the promotion of 

proper standards in consumer goods" -=- 

“THE COMMISSIONER; That is alrighte 

MR. KELLOCK: *’--elimineting dishonest marking 

and labelling'"-= | 

THE COMMISSIONER: Nothing dishonest is ever righ 

MR. KELLOCK: "t-- and ecurbine unfair competitive 

practices", if I ame- 

THE COMMISSIONER: People would net all agree whe 
was unfair in that regards 

MR. KELLOCK: No, my lord. lf my recollection 
of the evidence vdefore that Comission is correct 
those three things were the subject — of dis- 
cussion there, 

MR, MeRUER: Oh yes, but you see what they dealt 
with and passed legislation in regard to the unfair 
competitive practices was in the case of a large 
organization reducing its prices so low as to squeeze 
out their oleate tere and ruin them and then have the 
field for themselves. Theat is 498. 

WR. KEILOCK: It doesn't say anything about a 
large organi zations 

WR. MeRUER: It would need to be a large organ- 
ization to be able to afford to do it. 

WR, KELLOCK: Not at all. 

MR, MeRUER: It doesn't suscest they were to 


agree on prices among themselves as elimination of 
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competition, 


THE COMMISSIONER: That aet dig not repeal the 


Combines aet, for instance, They are both there 
side by side and you have to divide the field betwee 
thems 

UR. KELLOCK: You eannot sell tec low for a wron; 
purpose, and when you come to the other statute you 
cannot sell too high, 

THE COMMISSIONER: You have to navigate between 
Seylla and Charybdis, 

MR. KELLOCK: I am going to try to show your 
lordship thet is what we have done. then, I come 
to the question of price stabilization, paragraph 10 

q The Ganadian market for textile products is 

& comparatively small market and the levels of 

selling prices are more the result of individual 

negotiations than publishea information. Thig 
is not the case in the United States for example 
where daily trade pepers with a wide circulation 
auong mills and their customers give current 
prices and price chanzes on many yarns, fabries 

and manufactured articles, The prices of produc s, 

when not published, ean also be Judged from the 

general price levels thus made KNOW Ne In 

England, cotton and wool, yarn and cloth, are 

traded in the open market in Manchester and 

Bradford, in a somewhat similar Way as wheat is 

traded on the Winnipeg Exchange, In addition 


the Buglish trade p-pers publish current quotatidns 
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and I refer there particularly in that evidence to the 
full fashioned hosiery situation, worsted cloth and 


carpets, and I em going on to deal with them a little 


in detail, my lords - 


1ee40 
“on an extended rance of products. Many of th 
exhibits filed by Mr. Hooper containing United 
States and inglish prices are based on the quote 
ations published in these papers. The avail- 
ability of this information in these countries 
would inevitably tend to minimize the possibilit 
of mis-representation by buyers as to the prices 
which are being quoted. 

_The necessity for some attention being given 

to the matter of stabilization of prices was 
mainly due, according to the evidence, to the 
necessity of combating the effect produced by 
mis-representations on the part of buyers as to 
prices at which goods had been asehed to them by 
otherse ‘thease misrepresentations during a peri 
When industry was greatly lesmeonek. when the 
prices of raw materials were fluctuating widely, 
when capacity to produce had overtaken demand, h 
the effect of unduly forcing dow prices of certain 
lines to levels where they became in many | 
instances not only non-profi table but below the 
level of cost. That. the condition above mention 
was the moving force in bringing about the 
attempted stabilization of prices is substantiat 


in the evidence", 
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The situation existing is clearly portrayed 
as to worsted cloth in the letter dated 2&th of 
Mareh 1955 from J,G. Dodd to Douglas Hallam, 
part of Uxhibit 765, which is set out at pages 
11,040 and 11,041 of the evidence. The letter 
reads: 

oe bave your letter of the 25th instant 

and have been very much interested in reading 

the extracts attached te your letter relative 

to the Lancashire Cotton trade. 

There is one principle whieh the author 


enunciates that I have always upheld, that is, 


that underselling does not gain anyone at any 
time or place, any additional business. It 
may temporarily benefit one concern, but it i 
a loss to another, and that is what I most . 

Seriously deplore in the Ganadian woollen ahd 
worsted industry at the present time. 

Since we had our original meeting to discuss 

this matter and try to bring Canadien milis 
together, conditions have become worse - some 
of the mills are selling goods at prices at 
which they must be making a terrifie loss. 
I have done what I could on behalf of our own 
Company to try to better this condition, but fh 
apparently our efforts are not being met with 
a sympathetic gesture by some of our members, 
they evidently prefer to go ahead and lose 


_ loney rather than take steps to get the indust 
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*tbheek to its proper place's 

With price eutting be low cost of production, 
it is inevitable that employees in industries 
where such conditions exist immediately suffer 
as there is pressure on the producer to reduce 
his ¢costs of everything which is controllable, 
and the chief sueh item is, of course, wages. 
Aecordingly, it is submitted thet stabilization 
of prices so long as the price ievel is not 
excessive, is perticularly in the interest of 
the employees in protecting the seale of wages 
paid and is in the interests of the community at 
large in waintsining the buying power of such 


employeess it is not in the interests of 


eonsumers that such cenditions should be brought 
about nor are these conditions desired by buyers 
of textiles in other trades, including the retail 
trade, The evidenee contains illustrations. 
The situation is deseribed by Mr. Thompson in 
his evidence as follows: 
*Q. Apart from the desirability from the stand- 
point of the mills, do you know anything about 
the desirability or otherwise of these agree- 
nents from the standpeint ef the buyers from 
the milis? : Ae The feeling amongst 
most buyers was thet any time they felt there 
was not any agreement amongst the mills they 
became alarmed!" 
THE COMMISSIONER; Just a moment; who was Mr, 


Thompson? 
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MR. KELLOCK: The president of the Canadian 
Produets Corporation, my lord, 
"'G, Why? Ae For the reason that 
they were lost in their buying, they had no 
eontrol of their buying. The price quoted today 
would look interesting to them, and tomorrow the 
would find a lower price quoted, and the result 
was that any time they felt there was no agree- 
ment or arrangement or stabilization of prices 
amongst the manufacturers they felt they were in 
a dangerous period of operation because no m tte 
whet price they paid teday they feit that some o 
retailer was probably buying cheaper. 
BY THE COMMISSIONER: ae i assume that the pur 
chasers of these goods are the retail trade, 
ie Yes, the reteil trade, my lord." 


MR. MeRUER: You do not suggest Mr. Thompson's 


business was being wreeked by competition, put in 


$48,000 and it is now two million. 


MR. KELLOCK; Please don't interrupt quite so muc 
"9S8Y MR. KELLOCK: Gs Have you had that view 
expressed to you, Mre Thompson, at times? 

Ae We have had it openly expressed to us at 
certain timess When a certain buyer would 
hear that we were not in a price arrangement an 
that we were opsrating independently of the 
Association and other mamfacturers. 

4» Whet would he say to you when he thought 
that was the case? 


Ae Well, they would express alarm or disgust s 
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| | "ttimes with our mill for not co-operating. 
Q, Disgust with you? A. At times we 
were rather unpopular with certain buyers for no | 
eo-operating with the other manufacturers. 
5 | Q. I see, The retailer wanted to feel when he 
bought from Gotham we will say, that his competitor 
‘Was not going te be able to buy from you at a 
lower price? Ae  nite.* 
This evidence shows that not only were buyers 
es 10 | fully aware of the attempts at price stabilizeti 
but very definitely desired it." 
Phat evidence, I submit, my lerd, shows very clearly 
why the persons in the retail trade would favour thes | 
things so lone as the price was not unduly high, and 
18 I am soing to deel with thats | 
THE COMMISSIONER: IT havé no doubt the retail 
trafe, as you say there, each one would like to feel 
that his competitor was not getting anything cheaper 
e) i than ps Wase 
MR. KELLOCK: Yess 
MR. MeRUER: The evidence is the retail trade 
continaully was tryine to buy lower and Mr. Hallam wa 
having to intervene ani plead with these manufacturer 
25 to mointain their agreements, Mr. Hallam said they 


fell down. The whole thine fell down because the 
wmanuteaeturers would not maintain the azreements so t 
retail trade must heve been anxious to get them cheap 

MR, KELLOCK: Not at all; my friend has brought 


30 up an importent point, my lord, that no matter how 
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we tried, these manufacturers -- as they did try -- 


that no metter how the retsilers as a whole wanted 


these things the manufacturers, who did say that they 
would co-operate, were continually falling away from 
this arrangement and the thing was in pieces ail 
the time, and thet was the reason for the new coming 
together from time to time and attenpting to get goin 
again, and your lordship will Ye in the exhibits 
dealing with full fashioned hosiery I think in the 
period from 1952 in March until about 1935 in September, 
ah the last one was attempted there sither -- I mus 
not be held tc this, but I think there are either five 
or six diffsrent egreements in thet time, the reason 
being that the preceding one had fallen to pieces 
15 because they would not live up to it. 
wR. MeRUER : No, they increased the price fram 
time to time. | 
MR. KEILOCK: I must be allowed to contime my 
argument without continual interruption from my frien 
t THE COMMISSIONER: You say what is the reason? 
MR. KELLOCK: I say the evidence shows the reaso 
for the new one was that the preceding one had been 
departed from by some of these who hed said they wou 
co-operate in it, and it tna Tailen into disuse, and 
Ri a new attempt was made and @ new document was signed. 
MR. MeRUER: The evidence shows the price inerecspd 
from time to time in these documents. The documents 
speak for themselves. 


MR, KELLOCK:  .uite so; the evidence is that the 
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material cost inereased. Paragraph 14, my lord-- 

” ePrice stabilization is accepted by the public as 
applicable in connection with many commodities, 
such as bread and milk, where prices of all produ 
ers are raised or lowered uniformly by agreement 
ef the producers themselves." 

‘THE COMMISSIONER: Fixed through agreements. 
MR. KELLOCK: Through agreements; they are some~ 
times fixed by boards: 


THE COMMISSIONER: The price of bread is fixed in 


many casese 

un. xEIiOcK: Well, thet is -- 

mi COMMISSIONER: I am not telking about here. 

MR. KELLOCK: In Ontario so fer as I know I don* t 
think there is any statutory besis for the fixing of 
bread prices, 

THE COMMISSIONER: I think there is in England « 

MR. KELLOCK: But there is in milk in Ontaride 

MR. MeRUER: There is a board in England, and 
provision made for certain rights of eppeal if the 
parties are dissatisfied with the price of bread as 

fixed. , 
PHE COMMISSIONER: But still itis fixed. 


25 


30 


UR MeRUER: It is fixed by this board, and then 
may be appealed to another tribunal. 

“MR. KELLOCK: In Ontario the price of bread is 
fixed simply by the monufaecturers themselves, apart 


altogether from any statutory device, and the common 


re 


5 ed » : f q = ra) : b 7 - ——— 
‘eae : - -. * > < -_ * “ i, rs : he — af pet 
' ‘ a wet ¥ =) a p? ae —< AC NAL _ 
oe 9 


areat -* | fess Ao _ prunes 
Wen ed? ted? oats ef ened oni bus b re) eae af 
aia Ret & ms Tes viet oe in nil | pa 


o ebrol wm (A dgazgered ae Sats ¢ | ; 


on™ es 


oa ere Fl as, al 
‘eb olldee sad yd Mil eéoes et pn wbrrsyn cola y | a 
Of \yeetéEbodmos ete ‘dd bw no tt canoe, at ‘Sxavoticgs as ie 
‘ffs to eo tty oredw ages! ing Rowe’ | a8 a dome | F 
tremesige yd ‘mre tia bexewoL to bootsr ens ete, i | 
| ; 'eevionmedd stoovbora ott 8 i x 
petiendtas tiguorutt bextt :smmOT ie wan OP | . 
-ones Ora — intnonootae quot? O00 £K i | ‘ 3 
Fs ia | " sebanod x See 8 voats| 
th Seoxtt «et tnexrd to oes oft : MEHOLB8 TaN SHT : | i 
ate iG coame gid 
= at tte » te 200TH a | | 
were f fuods ptthifsd gon ma ? {OT 8 TOD oer | ; 
t* nob wore i es tet oe obxsia0 al 300 IE TM : 1 eft f 
‘to wrkx tt ee 0% ‘etead Yeod.ut ade us et eqedt ot | : 
| | 
_yaveixg peyed | 
phital gets at eit oveds amide I : AHO 28 TueOD TAT one 
* ‘eOitad tO at fio ni’ ‘at ‘onadd tue (OLE | 
fun, Stinfpnl af bosod 2 et ered : Ug A | & 


one tt feeqaa %o ett tr aLat-too x0 ebam nota tvorg | a 
* 88 Beord Yo hs ots date Dovtattaae ts ors ® settteg | , 


me bert 


co ee 
wboxit «f F2 {lite ‘toe smote Meno er | 288, | 
tent he Bese whdt od Bouty of 1 mma AK a | 


- | phsawd txt redtona ot BeLeocee 0c ven |) 
ee Ss 


. xt Beeotd 26 delxq out lucia at :OOLIEE . 
are “4 wa ares onipte- weD — Reaioga 
eres eovisessitd “e1 i sed 


— edt Bas ,dotves ° 
as fst as: wh. ined te: ot ert 13 ) 


roe ete a Toe oe ©. ar y 
oe 


Bis « fed | 


r 


7 ey i. ae 
a 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 


Ce ie de 
REPORTER 


.. TORONTO = CANADA 


‘}—————,— price is increased from time to time, and it is 


raised or lowered half a cent or a cent as the case may 


"Tt is submitted that there ean be no reason for 


any distinction between such commodities and tex 


tiles"-- 
THE COMMISSIONER: You submit that? That is a ve 
arguable question. 
WR. KEIgocK: It all comes down -- 
THE COMMISSIONER: If you were to appear before 
tad a any body of authority and ask to have a bedy created 
to fix the price of textiles you would have to elabora 
your argument. 
MR. MeRUER: The price of bread is not protected 
15 in this country, is it? 
MR, KELLOCK; I think perhaps the question of 
distance is-= | 
THE CQMMISSIONER: I doubt very much whether you 
would want to have a board fixing the price of textileb. 
o 20 | WR. McRUER: Is my friend asking for it? Ur. 
Dodd said he though it would be a fine thing. He 
supported this agreement. I said "should you and Mr. 
Hallam be the ones to decide what prices textiles are 
; to be sold at?" He sald “I think that is alrightx, 
25 but we will welcome sn official of the government to 
sit in with us." 
WR. KELLOCK: Yes. 
THE COMVISSIONER: An observere 
© MR. MeRUER: Is that what my friend is asking fo 
a 30 


MR. KELLOCK: My lord, I find the Parliament of 
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Canaia thought 1% would be an excellent thing, and ingo- 
far as the Parliament of Canada had legislative juris 
dietion to deal with it they dealt with it, and your 
lordship will fina that in Section 14 of the Dominion 
5 Trade and Industry Commission Act, chapter 59, 1935, | 
| Section 14 reads this way -- 
THE COMMISSIONER: That is the amendment to the 
Criminal Code, isn't it? | | 
MR. KELLOCK: No, my lora, this is the Dominion 
> 10 || {Trade and Industry Commission Act. 498-A is the 
| amendment to the Criminal Code. This is a differen 
piece of legislation. This is the legislation 
that implemen ted one of the findings of the Price 
Spreads Commission, which was that such a board shoul 
7: be @stablished, and section 14 -= 
THE COMMISSIONER: What chapter do you say? 
MR. KELLOCK: Chapter 59. | 
THE COMMISSIONER: of 1935? 
» UR. KELLOCK: Yes, a“ lord; section 14 says: 


20 | | 
"(1) In any case where the Commission*-- that i 


| the Dominion Trade and Industry Commission -- "after 


full investigation under the Combines Investigs on 
Act, is unanimously of opinion that wasteful or 
25 demoralizing competition exists in any specific 
seen hited; and that nasudiien ta between the perso 
engaged in the industry to modify such compe ti tipn 
by poutre li ine and regulating prices or productipn 
would aoe result in injury to or non restrain 
of trade. or be Se teineital to or against the 


“interest of the publie, ia eee wee agreenent 


pet Boe ,aekdt’ dno LLeoxs ns of ‘bLuow a sguoet aT 

sniiut evitsletsel bed ‘shams 10 tusmeLixet odg as set 

“0K bas ,t dtiw ¢iseb yedt +2 at kw taeb of ‘nokeots 

notnineti eds to af noktos® ai fade bat? iw qtdabrot: i 

| eBEOL ee ratquto ,toA not satamod vate usd bits ober? La 
~— yer elds sheet AL nottoee | 


od?’ of Sneuhceme odd 0h tad? ; MO TSe TROD sor | ‘ihe 


tet tne . 209 | j 


Hotmkwot off et eid? ,Brol \yar ou : XOOLIER” | | 


; 
i: 


edt ef A-6GD toa tio tee Lamod yitenbal bas ober! ; 


pistettib «et eld? ~ ,ebed Lantmixd adt of $ xsubtome | | 
: nottetets sf edt efeiat sdotteLe get 20 ‘ene | 


siueda Binéd s done todd aew dokdw ‘Hol ea Lmsod ehoorge | | 
nee, won DL nottoos bre soda tidates ¢ od | 

| ee yoy ob zat asdo tot? :SUHOLELTE00 SET 
82 Tet gant {200K o aH 


| 
| 
| 
| 
| 
; 
| 
os Brd ost? 46 taninait eff te ao bos noweLqat tal | i 
i 
| 
| 
| 
| 
| 
races 20 :AIMOT ea TIONS sur | 
| 


gon ET dott ose : brol ae aa :HOOLLEX coy 
| telif =~ "roteehamod oft ‘etodw ouse ae ar (a) 


By 


tev ta” ~- “ Aokea Lws00 vrtaubal ow ebor? molnwot ott 
'gitasval sontdmoS edd ohm nottagiveorat toot 


<0 Iftetese todt notniqe 0 ‘[kavunhonen at tos : Pe 
oritos qe qns af efatxe Kot igoquee PP tates tae 
oerog Clit neorded et nomeorys ttt ta eeteata ae a om oe 
it tt squioe dome YILbom o¢ yotewbuet wae sind beasgne | 


touborq to e90itq galtsiugex bn aah Lore noe wo 


et on ve 
ieee lod : 


a a — ’ n 
acl Doel a a - 
are: a: og a ed 
7 - ee 
7 


hn oh ee aga 


fortes eybas ro od heasn ad 
- vi * ta 
<2 etd Haribo BU is 
an 


deal kit ele a Py & es ee 
i ® baa » ~~ ee oe ae 4... a, - 


et 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


TORONTO 


REPORTER 


CANADA 


founded, approve of any such agreement, and 


rescind the approval accordingly. 


_presecution of a party to such agreenent shall be 


_or under sections four hundred and ninety~eight 


relevant section of the Vriminal Code for an 


16849 
“exist and in the unanimous opinion of the 
Commission but for their existence wasteful or 
demoralizing cope tition would exist in any 


specific industry, the Commission may so advise — 


the Governor in Council and recommend that certai 
egresments be approvede 
(2) The Governor in Council may, if of opinion 


that the conclusions of the vommission are well 


shall make regulations requiring the Cormi ssien 
to determine from time to time whe ther. the agree- 
ment is resulting in injury to or undue restraint 
of trade or is detrimental to the public interes 
(3)... The Commission shall require persons en- 
gaged in the industry to. furnish full informatio 
relating to operations within the indusiry under 
the agreement and may at any time, of its om 
motion and in its absolute discretion, advise the 
Governor in Council te rescind the approval of 


the agreement and the Governor in Council may 


(4) In any case where the Governor in Council hs 


approved an agreement under this section, no 
instituted under the Combines Investigation act 
and four hundred and ninety~eight A or any other 


offence arising in the performance of such agre 


except with the consent of the Commission," 


Saar 


; engat ae | at es. — = oI 
ei to moinkeo evominans edt a2 Ane tence of 
to I:tevesw sonete bre tisds sol tad notes tmao) id 
| Me al Vaixo biwow mot? lt syapo aaiz tletomeb bf 
_ C8 ivhbs ce yer oleae tame? edt eVetecbal otticeg 
tedaee fodt buemsoset Bas Liouvod mi temtevod edt 


a 
vbovoiggs od ataemergs | ; 
f : 
Molsigo to ts yuh Ltemvoo.siwemtsyod ed? (3) | 
; 


Lifew evs Moivaimanol add: te esptesloueo. oid tadt ! 
“$rtie |, detestovtha Gove Vis Io evetqas , bebruot 
“Kotte banod edt gnttimmon anotintumer oxem Ltaie |, 


i Or 
-28T9 5 ef tediede ext? of emit Mort entoretes od 
ittertset eybas to ot yxetat at acitluses ei teem | ‘a 
fesustat oifdre odd of Le¢namiz ab el 2@ ebetd to ' | Ke 
ate eaosioc otlupe ILade nolwe iumod edT _ {) 
toivemrcliai iLyt detatot of witembal edt at beass | we: 
Tonite Vitevhal ont alttiw emolterege ot galtelex | , 
mo afi te ,euld. Yne te yom Sus J ieseetps eit i | eens 
“iv seivhs ,molteteeth otpLoeda eft at oie mofton | a 
to Levetaqes edt Exiocast ot Lkonvoo at sonteved | 
” "gaat fkomved at tomrTeved ed? Sia J meseeras odd i a | 
| eylaadeewees, favorgqe att Antone | | 
if Etonv6o mt aemteved edt oxede e880 \ae al (b) 1 | 
on ,telteos atit tebte dneusetge ms bevorgqs ; | 


¢ fisda tnomerse dave ot visage, 20. m9tioosorq I. as 
toa fottag ite over eenidrmd edt sebum, dedge tient ae 
tdgte-ytenta bas berthed ot euoitees rehay 40 q.. 

weito Vie 20 4 Piston! entn de enawl ave? ban | - 
rato: eee Wegp rete irs ae Fe 


* ae 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


_,TORONTO = - CANADA 16850 
t Ana there is e provision for setting up machinery, & 
so on, but the Supreme Court of Canada held, my lon, 
that was ultra vires, that particular sectione 
. THE COMMISSIONER: Which section? 
5 MR. KELICOK: Section 14, the one I just read, an 
| there was no appeal in the recent appealse 
THE COMMISSUONER: I was going to ask you that. 

That sounds to me a good deal like the Chamber of 

Commerce legislation. 
® 10 | MAL MeRUE®: It meant one of two things, anyway. 
| Tt meant that the Governor in Council would approve 
of an agreement thet was a criminal offenee, and he 
could have vio power to do that, or he would approve 
of one that was not a criminal offence, and if it 
yas not a criminal offence they could go ahead and 
agree all they liked. I+ was a most meaningless 
sections | 

mE COMMISSIONER: What happened to it? 

wR, KELLOGK: I say the Supreme Court of Canada 
held it ultra vires, and there was no appeal so it 


is out of the Statute although the rest of the otatu 


THE COMMISSIONER: In that case I would like to 
have the judgment of the Supreme Court on that. 

MR. McRUER: It will be in that volume that Mr. 
Rene has got. They are all in theres 

UR. KELLOCK: That is the Privy Vouncil, not the 
Supreme Courts 


30 MR. McRUER: Yes, that is right, It didn't go t 
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the Privy Council. 
MRe KELLOCK: I read it, my lord, and the judg- 
ment. on thet partieular section, as I recal) it, 
was by the Chief Justice of Canada, and the ground, 
as I recall it, was that was 4 matter within the 
jurisdiction or the provinces, 
THE COMMISSIONER: It sounded to me as you 
read it there -- it scemed a repetition to a iarge 
extent of the Chamber of Commerce legislation. 
MR. KELLOCK: All.I say sbout it, my lord, is 
that so far as the mind of Parlioment was concerned -- 
THE COMISSIONTR: Yes, but they had no right to 
have that mind. 
WR. ENLLOCK: They had so right to’ have that mind. 


THE COMMISS TONER: Ne will adgourn for @ recess. 


-- The Comsission adjourned for a short recess. 


(page 16852 follows) 
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es On resuming at 12 P.M. 


oo MR» MCRUER: t have the refer rence in the Supreme 
Court to that section, Deals with Section 14, the 
first paragraph and that is all, and then goes on to 
deal with the other sections, Canodian Trade and 
industry Actes. | 

‘MR. KELLOCK: My lord, I wanted to refer at this 
point to & view that my friend expressed, and 1 think 
it affects his argument on this sub ject ail the way 
through, but I hope I have got it Gown correctly for I 
see J wrote it down as my friend said it on February 
the Lith at SelS Polis _My friend said that he cannot 
imagine any reason why there should be any price fixed 
15 except for the purpose of raising prices. Now, I 
think I ean suggest “< and that would be to prevent 
the prices going Lowers | ) 

THE COMMISSTONTR: _ amnene you mdght say raising 


or maintaining. 


20 
MR. KELLOCK: Well, my friend just said raising. 


MR. MeRUER: what is the date of that and the nour? 
MR. KELLOCK: February Lith, S615 P.ii., and it 
might well be for the purpose of maintaining --- 
- THE COMMISSIONER: Any fixing that you do would 


naturally fix it at minimum price. 


WR. KELLOCK: Yes, and would be for the purpose of 
maintaining and pigves Sing it. going lower, not for the 
Purpose of raising prices, 4 as Pej friend puts it. 


THE COMMISSIONER: _ Welly it is to prevent price erohe 
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going lower. When you fix, of course you do not 


decrease - you fix, What you are fixing as a minim 
ER. KELLOCK: Yes, but I understand myfriend's idea 
in fixing it involves a raisings 
THE COMMISSIONER: A competitor does not care how mich 
dearer his fellow competitor sells - that does not hur 
him - it is how much cheaper. 
WR. KELLOCK: In the second paragraph on page 7 I 
» sey: “The specious argument thet the consumer derives 
nothing but benefit from the «-le of commodities 
at prices however low and whether or not such 
prices have any relation to costs of production 
hes been often advanced and its fallacy &as often 
exposed, he argument was dealt with in the 
fellowing language by Lord Haldane in his speech 
in the House cf Lords, in the case of North Vester 
Salt Limited, v. Electrelytie Alkalie Co, Limited.’ 
® 20 In these words; | 
"Unquestionably the combination in question 
was one the purpose of which was to regulate supply| a: 
and keep up prices. But an illereguleted supply 
end unremunerative prices may, in point of facet, 
be disadvantageous to the public. Such a state 
of things may, if it is not controlled, drive 
manufacturers out of business, or lower wages, and 
sO cause unemployment and labour disturbances 
ny 30 It must always be a question of circumstances whet 


a combination of manufacturers in a particular 
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trade is an evil from a public point of views 
The seme thing is true of & supposed monopoly." 
4nd I do not cite that as é matter of law at all 
but as a matter of economics and I say thet at the to 
5 of page 8: 
"This ease on its facts is not othersise applicabl 
as the relevant statute law of Canada.is not in 
force in England." 
It is pertinent here to refer to the leading case on 
this branch of the law, namely, Attorney General for 
australia VSe Adelaide Steamship Co. 


THE COMMISSIONER; That is the Coal Mines case? 


BE LUCK: Yes, my lord. 
"The facts @iving rise to tuis litigation were 
brought qbout by circumstances singularly similar 
to the circumstances already mentioned existing 
with regard to some lines of textile products 
® ee in Canada during the depression years, when price 
stdilization was sought. The statute law in 
question in the Adelaide case has Similar pro- 
_visions to the relevant Canadien Statute already 
mentioned, 
It is to be noted that while one of the 

ecrecwents in question in the Aceleide case was 

_ held invalid by the Trial Juége and there was no 
appeal in regard to it, it became necessary for 
2) 30 «I _the Privy Council itself to review the decision 


! with regard to this agreements" 
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They had to do that to consider the other agreement 


16855 


which was in question in the appeal. 


| 
"Their lordships held that both agreements whethef 
‘taken separately or together did not infringe 
the statute in question." 
Lord Parker of WaGdington at page 796 says: 
"It is however in their Lordships’ opinion 
clear that the onus of showing that any contract 
» 10 is calculated tos...enhance prices to an un- 
reasonable s vsee" 
MR. MeRUER: You see, the wording of the Australian 
Act was “Intended to produce these results." 

WR. KELLOCK; I have the Australian Act, if my frie a | 
will just permit me to present my argument I thisk I 
will cover the whole subject, if I leave enything 
out my friend can answer it. 

“eevee that any contract is calculated to oes. 

» 20 enhance prices to an unreasonable extent will be 
on the party alleging it, and that if once the 
court is satisfied that the restraint is reason- 

able as between the parties this onus will be ac 
light one,” 

Then at page GOl: 

"It was also strongly urged that in the term 
‘detriment to the public' the public means the 
consuming public, and that the Legislature 

was not contemplating the interest of any persons 


engazed in the production or distribution of 
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articles of consumption, Their Lordships donot 

take this view, bit the matter is really of littl 
importanee, for in eonsidering the interests of 
consumers it is impossible to disregard the interekts 


of those who are engaged in such production 


and distribution, It ean never be in the interest 


Sc er emen  R R  —S 


of the consumers that any article of consumption | 
should cease to be produced and distributed, as it 
certainly would be unless those engazed in its 

production or distribution obtained a fair i 
remuneration for the capital employed and the labdur | 


expended,” 


Then at page 809: 
5 "There can be no doubt that the vend agreement ( 
was intended to preclude competition in the sense 
of underselling among its members, and by this 
means to’raise and maintain the price cf cotlse.ee 
» 20 In the present case, however, it was proved that 
the prices prevailing when negotiations for this 
agreencnt coumeneced were aisasteously low owing 
to the tcut-throat' competition which had pre- 
vailed for some years, 
i It can never, in their Lordships' opinion, be 
of real benefit to the consumers of coal that 
“ eOlliery proprietors should carry on their 
business at a loss, or that any profit they make 
© 30 


should depeni on the minerst wages being reduced ee | 


to a minimum. where these conditions prevail, 
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the less remunerative collieries will be elosed 


down, there will be great loss of Capital, 


Miners will be thrown out of eaployment, less coal 
will be produced, and prices will Consequently ris 
until it becomes possible to reopen the closed 
collieries or open other seams, ‘The consumers 
of coal will lose in the leag run if the colliery 
proprietors do not make #ia fair profits or the 
S) by miners do not receive fair wages, There is in thi 
respect a solidarity of interest between all 
members of the public, The Crown, therefore, cannd¢t 
in their lordshipst opinion rely on the mere in- 
tention to raise prices as proving an intention 
zs vo injure the publics. To prove an intention to 
injure the publis by raising prices the intention do 
charge excessive cr unreasonable prices must be 
apparent, * 

f~ Now, my lord, - 

THE COMMISSIONER: ‘Aecording to my recollection of 


that case it also ocnutains a good illustration of 


collective bargaining, does not it? 


MR. RELLOCK; As between the employees? 
25. 


THE COMMISSIONER: Between the miners and the --- 

MRe KELLOCK: I do not recall that, I read it 
recently. 

THE COMMISSIONER: That is ay recollections It wa \ 


t) 


30 about 1898 or 1899. 


‘MR, KELLOCK: This case? No, 1933. 
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| THE COMMISSIONE : Before the war, anyhow. 


MR. KELLOCK: Yes, 
THE COMMISSIONER: I think it contains a good 
illustration of collective bargaining. 


MR. KELLOCK: I may have overlooked ite Of cours 


gmat a ' 
i tte Salam es 


I was not after that part. 


THE COMMISSIONER; I commend it to Mr, Bearegarc's 


en Oe ENON Ce 


attention, 
. MAR. KELLOCK: Our Combines Act uses the language 
that Combines mean the joining of two or more persons 
having or designed to have the effect, which combiuatios 
has operated, or is likely to operates 
Now, the Australian Legislation under which the 
15 Adelaide Steamship case was decided, which my friend 
says is not at all comparable, and I think I have 
authority whieh shows thet it is authoritative on our 
Section 498, is the australian Industrial Prevention 
be ACt, 1936. | } 
THE COMMISSIONER: Is that in your Factum? 
MR. KELLOCK: No, I have a special sheet, The 
ease is in my Factum, and in the report of the case | 
have taken/-- 
he THE COMMISSIONER: Welly it is the same case you 
refer tos 
MR. KELLOCK: Yes, and this legislation has been 
in question in the eases 
30 UR, MoRUER: The Statute was subsequently amended 
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TH COMMISSIONER: You mean the Australian Statute? 


MR. KELDOCK: Our Stetute. 


MR. McRUER: The Australian Statute was amended jus}: 


a year after this to drop that word "intended." 
The crux of that whole case was that they had to prove 
netaate thet they intended to ralse the price but tha 
they intended to injure the publics 

wR. KELLOCK: That is what my friend says that this 
ease has no applicetion either to our Combines 
Investigation or our Combines Act. I have sie very 
eminent authority to say my friend is wronge 

THe COMMISSIONER: You ek dealing with two 
Statutes and both these are statutory--- 


MR. MeRUER: The Simpson-Reid case says it does 


not apply. 


MR. KELLOCK: My submission is that our language, 
has operated - thet is not the language but, is likel 
to operate, is comparable to this language and it has 
been so held,comparable to the language in section 
498 of the Codes See itor H2 yes, of this 
Statute, which is entitled "Repression of Monopolies; 

"Any person who either is principal or as 
‘agent, makes or enters into any contract, 
me. is or continues to be a member of or engages 
in any combination, in relation to trade or 


commerce with other countries or among the 
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||Now, my lord, the Adelaide Steamship case has been 


|| ship's judgment now. It is the ease of Saskatchewan 
| Cocperative vheat Producers Vs, Zorowski,reported in 
3 1926, % Dominion Law Reports at page 810. At page 


839 your lordship said; 


| I de not know whether your lordship recalls the circum 


"(a) with intent to restrain trade or commerce 
to the detriment of the public; or 

(bo) with intent to etic or injure by means of 
unfair competition any Australien Industry the 
preservation of which is advantageous to the 


Commonwealth, having due regard to the interest 


| 
| 


of producers, workers and consumers, is guilty 
of os yitene.* 
And then Seetion 7; 

"Any person who monopolizes or attempts to 
monopolize or satan er conspires with any 
other person to monopolize any part of the trade 
or commerce with bias countries or smong the 
States with intent te control to the detriment 
of the public the supply or price of any service, 
merchandise or commodity is guilty of an 


offbnees,”" 


considered in a good number of subsequent cases in our 
own courts and I happened to come across a decision 


ef your lordship and I just want to recall your lord- 


 "{ do not think Section 498 of the Cod@eeeee” 
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THE COMMISSIONEt: Yes, the saskatchewan wheat poo: 
was suing one of its members for having broken 4%6 hi 
contract with the Pool, 

MR. KELLOCK: To sell his out-put to the pool 
exclusively, 

THE COMMISSIONER; Not sell but to deliver to the 
pool, to be sold by the pool, and then sued him and h 
raised this defenee, that the coutract was in restrai: 
of trade, etc, 

MR. KELLOCK: Your lerdship said at page 839; 

"I do mot think Section 498 of the Code 
operates to affect the legality of the contract. 
The principhes to be applied in dealing with the 
legality of this and similar agreements in the 
light of penal prohibitions are discussed at 
length in Attorney General vs, Adelaide Steamship 
Companys" 

"Section 498 of the Criminal Code prohibits 
among other things combines and agreements, 
the intention of which is undoubtedly to limit 
or prevent the production of any commodity or 

“ competition in its sale, or unreasonably to enhance 
its prices" 
"Undoubtedly" and “unreasonably” are both in italies. 

THE COMMISSIONER: Is the Code still the way I 
quoted there? 
| MRe KELLOCK: Yes, my lord, it has been in that 


condition, gh, certainly, sinee 1926, 
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And at page 838, your lordship in dealing with the 
specific agreement before the Court there said; 
"I can see nothing elther in the object of the 
Association or in the covenants entered into 
by the defendant uader His contract which can 
be said to be detrimental to the legitimate 
interests of the public, It is true thet the 
members of this Association aim to secure better 
a 10 prices for their wheat but they intend to do thi 
by cooperative tarketing which they believe 
will lessen or eliminate speculation in their 
commodity and the consequent fluctuations in the 
" price which have occasioned losses in the past. 
There is no suggestion that they will endeavour 
to fix the price unduly high or even to fix it 
at all." 
AhG of course what I am referring to is that there is 
Zi ae "no suggestion that they will endeavour to fix the 
price unduly high or even to fix it at all." 
THE COMMISSIONER: You cannot go so far as to say 
“or at all", , 
25 MR. KELLOCK: No, I wun. I do not atteupt to 
do thate I want to return to this a little later 
ON, but it is in the same subject matter. 


- Paragraph 15; It is to be borne in mind that what- 


ED ever the result of attempted price stabilization 
’) 
in any section of the industry with regard to pricés, 
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competition in quality and service continued 


unregulated." 

And I should like to pause there just for a moment 
to point out that in an article --- 

Re MeRUER: That is not true. 

UR. KELLOCK: That in articles such as are produced 
by the Textile industry it is all very well to say 
that for the same article - we will Say of the same 
H price - you can provide against differentiation from 

the standard of the article set down but it is a very 
casy thing - and perhaps part of the reason why these 
| agreements, as the evidence shows, were departed from 
from time to time - it is a very easy thing for one 
= manufacturer to ee the quelity of that article 
very sligitly, or to same extent. He sells at the 
common price but it is a better article and that strikds | 
at the basis of the whole thing, 4nd the evidence i 
20 || that the quality and the workmenship of one Mill 
| is not the same as the other, and while the price 


| Was settled on some of those articles, competition 


in the quality of the article produced by the various 


) mills and in the service which that mill gave in the 
e | way of deliveries, etc, continued, and those are very 
| material things in selling and marketing merchandise. 
MR. MCRUER: That is not accurate because the 

| evidence shows there was objection taken that certain 
ey | miiis were giving better qualities than the regulatio 


called for, thereby breaking the agreement, 
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MR. KELLOCK: what evidence are you referring to? 
THE COMMISSIONER: You mean to say there vwese 
“regulations whereby -=-- 


MR. MeRUGR: They specifically said these shall be 


of certain constructiong and there was evidence that 
Faveets mills were putting better janekrentinns at the 
same price into the afticles and that was.e breach of 
the agreenent. 

| rite COMMISSIONTR: Was it makingit a different 
article? 

MR. MeRUER: No, making it a better article, and 
that was the breach of the agreements | 

MR. KELLOCK: Now, thet is my friend's interpretatign 
but uit the documents --- 

THE COMMISSIONER: It depends on what the evidence 
dees sey You say here absolutely that"gompetition 
in quality ‘an it continued unregulated." 

“MR. KELLOCK: Yes, 

THE COMMISSIONER: Now, is that a fact? 

MR * KELLO CKs Ye Se 

MR. MeRUER: The Hosiery Agreement specifies the 
thread they were to be made of ». 1. think you will 
agree Withee that the evidence shows--- 


MR. KELLOCK: I do not agree at.alle 


THE COMMISSICNER: We had better see the evidence. 


| MR. KELLOCK: I want to mike my point elear, apart 


| from the evidence, what my friend is talking about 
\ i =e 


| when he says these documents excluded competition 
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and quality. In my submission that is not so. 
What the documents do, they deseribe the article 
as being of such and such construction, but my sub- 


mission is that notwithstanding that it is auite 


On 


possible in connection with textile articles to 
improve the quality, to improve the workmanship, so 
that while --- 

THE COMMISSIONER: You mean without changing the 

ry construction? 

MR. KELLOCK: Yes, and therefore you are giving -- 

THE COMMISSIONYR: That is the evidence? 

WR. KELLOCK: Yes, my lord. I am going on to refe 
to that. Then in addition to quality there is the 
question of service, that if I am a manufacturer 
and I give my customer better service in delivery 
and that sort of thing, notwithstending the price is 
coumon, I can do a better business on account of the 

¥ 20 service which I give. 
THE COMMISSIONER: Yes, that is rather vague 
in my minds Does your agreement curtail quality 
as well as price? 
MR. KELLOCK: No, all it does ---- 
WHE COMMISSIONER: MR. MeRuer says it does, 
You say it does not, 
MR. MeRUER: I have the Hosiery agreement befoye 
me, and I think it was in retard to the knitting yar 


that the letters were written objecting they were 
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making better quality. In regard to the Hosiery 
Agreement it gives; 
"6 thread not finer than 42 gauge, cotton 
top and foots 
3 4 thread not finer than 42 gauge, 
7 thread not finer than 39 gauge, cotton top 
and foots 
7 thread not finer than 42 gauge, cotton top 
2 e and foot ,--" 
THE COMMISSION®R; These are different classes, 
are they, with different prices? 
WR. MeRUER: Constructions with different prices, 
15 
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Se. oe Se 


THE COMMISSICNER: Now then, could a manufacturer 
work up a quality on any one of these constructions 
without getting into the next higher construction? 

MR. RELLOCE: Yes, my lord, I have the evidence, 

MR. McRUTR: I will look up the evidence where the 


| letter is in, I remember making --- - 


THE COMMISSICNER: We had better be very accurate 
“on thats 
2 10 : “MR. KELLCcK: I would like to refer your lordship 
te the evidence i had in mind, page 11264, Mr. 
| homp dis; Canadian Silk Products, Line 9 to the 
‘toltowine page at line 10: 
" | "), So that you were willing to have gone in 
on the arrangement, “ir, Thompson, if they had 
done away with the differential between branded 
and unbranded? A, Provided there was a 100 
per Cent agreenent, 
Q- Provided there was a 100 per cent agree- 
ment, Then if there were a 100 per cent agreement 
there would be no competition whatever in Canada 
in full fashioned hosiery, 


MR.KELLOCK: Is not that a hypothetical 


5 
question? 
THE WITNESS: There would always be competition 
because hosiery is really a style article, 

\ BY MR. MeRUER: Oh yes, but outside of the 

é 30. 


question of style there would be no price competibion 
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A. Price comp tition? You would have a variation 
| ‘ | in priees on the same construction, or a variation 
of value on the same cou struc tions” 
THE COMMISSIONER: Now, he did not mean have a variati 
| || in prices on the deme bedatiuslicns 
MR. KELLOCK: No, he means a differentiation in 
quality, he makes that clear. 
THE COMMISSIONER: His *or" is to correct what went 
> : a on befores 
WR. KELLOCK: Yes, that is right. 
"an article that sold for 86 a dozeMesse™ 
And these articles described at $6. - you cannot fix 
a price until you deseribe the article: 
iS "an article thet sold for $6 a dozen, we will say, 
by one mill would not have the same value 
as an article selling for $6 a dozen by another 
mills 
20 | Gc. But es far as the price on the various 
| hosiery was concerned, it would be about the same? 
A, The so-called coustruction would be the saiiey 
but then again the dominating faetor is style pius 
grade, the quality of the finished article, In 
= ether words, the production of hosiery carries more 
seconds or defectives,....+" 
THE COMMISSIONER: This, of course, goes down to 
another classification, 


30 WR. KELLOCK: But he comes back to it: 


esess0r a greater portion of its production 
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is defective, as high as 60 per cent, seconds, 
then in other industries, 
Ge But this agreement was in respect to 
firsts, was it not? A, The standard of 
firsts of one mill does not compare with the 


standard of firsts of another miil." 
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MR. MeRURR: 


Now, I have the letter of reference, 
it is quoted at page 344 of my Brief and it is ixnibit 
No. 587, and it is a letter from the Guelph carpet 

and Yorsted Spinning Mills to Major Hallam dated the 


isth of Jenuary, 1935, and it ‘reads; 


" Replying to your esteemed letter of the 


llty insts, we are giving you herewith price 
lists of the hand knitting yarns we make, along 
with the quality of top used in each line, and thh 


prices both for the retail and wholesale trades," 


And then sets out as to the scotch fingering skeins 


| and Nymph fingering - balls; 


"ve hardly think this information will cover 
as the point you have in mind, and we would suggest 
that every menufacturer be asked to send to your 
office a sample of every quality they make, with 
a Humber attached to each sample, and then a 
committee of two members should be appointed 
to examine the types and deteruine the 
quality of top in each type. By doing this the 


criticism thet some manufacturers are actually 


making yaras from a finer quality of top than 


| 
| 25 
\- the brand calls for, could be readily checked," 
| How; that is that they are making finer yarns than the 
| brand on their list calls for, 

THE COMMISSIONER; Whe is that letter trom? 


i. 30 WR. MeRUER: It is from Quarmby of the. Guelph Carpet 


and Worsted Spinning Mills to Major Hallam, 
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Mr. Hallam was asked about it at page 8158: 


"That is, that some manufacturers were cheating 
by making them a little better than the brand cal 
for, is that it? &e I would not sq that, 
Qe That is whet the criticism was - some fellows 
were Making tiem a little better than they ought 
te be according to some arrangement apparently? 
As I ecould not be surprised if that was the case 
Qe “Where is your letter cf the lith instant? 
Ae IL Gon't know. I. think we have a file on that 
some place. 
G» 1. weuld certainly like to have that because 
it amazed me that there shoulc be criticism 
by someone that manufacturers are making yarn of 
finer quality of top than _the brand called for? 
Ase I think my letter asked for some iauformation 
as to their prices an yarns. 
Q. Yes, but what 1 am getting at --- A. And 
. they hadmade the suggestion to me that we have 
@ committee of two people look at these things 
when they come ins _ 
@. For the purpose of finding out? A. Y@s,. 
@e That is, that they would send in their yarn 
and then they would be exemined by a committee t 
find out if some fellow Sad not been cheating thpm 
by making his a little better than they were? 
A» The suggestion.was that they would be examim 


that was the suggestion made to me by the Gue 


Carpet. 


4 <3 2-2 


“galtoedo Siew stow? sesame Rcped ee i et gantry 


re) Se 


odted etgult 8 modt saben ys | 
tot we Joa bivow I eA | 


~~ basid exit edt « 
avoList 9m08 - Sow im to ls tao os tadw ei ged? op 


7 eyiiustagye PESMSYZABITIS OMmoe os gaibioaos ed of 
easo edd eaw stadt ti beslagrus ed Jom bfuce wih 
$tasde ni agvif ens to todtal wey el exed¥- a» 
‘tadd no elit a eved ow Anka? I «ead é'aob t wh 
| vay G0elg ome: 
eauaced fast eves ot oxts ‘ealetxeo Sison pi 
meloigiao od sisod2 eiedd todd ow besame gf 
t0 axay Be usm me e1stutos tuase old shoemes Yd 


* 


aoljamietal emos “0T Sees tesvel yi antics 1 +4 


BSA 4A 


anoindgs seeds os. tool elqoog one to sedi inmoo 6 


tHE moe, nails, nod... 
tie patna to _ paOTIYG. exid. 10%, a 
| misy. ‘abou at bor bivoy yodt Bie dd el Peal wy. 


he 


0033 Lasoo 8 , x Doatmexe od aver sul Redd bas 


| inca oh 


¥ 


st Baitnedo wae ton Seu rol ig? 


SeTet veuta mnad fretted se. a a 
ai erty 


Satay seed te ot sues Sexes am mettal oa] 


_ 942 ted? ef, .103 


ddgwo yedt ents 3 totted efiiil s medi gatiam stow 


Txt belIse basad edd. meant got to yiiisup tomtt 


*anrey ao asotag aledd of as. 
--- ts gaitieg ma I tedw dud .2e¥. 2. 


eved ow dadt om of ac ltwegaue | ems sbeabad yous 


a | 
= maw “<> & 


1 
ft ane ‘asia baad | ) 


= ax a 


oy 
ow 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


me 3... nee 

"Qe Who was it that laid down the standard? 
A. I think that is laid down in their price lists 
I think. 
Qe Oh, it must heve been something far more 


comprehensive than that - it must have been the 
standard that was laid down in your price list 
that you sent out? A. 1 think - have another 
file on this, Mr. Berry, some place, 
Qe “I would like to get it. 
MRe BERRY: It is not here. 
THE VPITNESS: I em not eertain I think most of 
those companies’ issue a printed price list and I 
think» 1 have correspondence sending them in, 
Qe Oh, they could look after themselves? . 
“Re Ye@Ss 
®. And they would certainly. I cannot see 
what business 1t was of the Guelph carpet Company, 
»y 20 if the Toronto Carpet Company were making a brand 
-@ Littie ve tter then the brand called for unless 
there was some agreement among them as to price? 
Ae Well, the suggestion made in his letter was 
not carried out. I mean, I cannot be responsible 
He changes that, 
MR. KELLOCK: Yes, was not carried outs 
WR. MCRUER: No, he means I cannot be responsible, 
ve will read his whole answers 
30, "I cannot be responsible for the suggestion that 


was made by the Guelph Carpet and Yorsted Spinnin 
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15 


25 


30 


to, he effective from that date and it replaced one 


16873. 
Millis, 


we NO, we want to get wheat was going on, why 


they, should write to you end why there should be 

& Compleinte iu Exhibit number 573 which was this 
dist which you recollect WaS Marked “Effective fr 
January 1st,1936"? A», Right, 

ie And waich was. a schedule af ari ene that had 
deem sent out by you, and it gives the basis of th 
tops, for instanee, 46s? Ae Righte 

Qe And we have 56s in there and 60s in there 

and. 648 as mentioned in Sxhibit 5879? 

4&e That. is right, 


wo OW, that was sent out as Something that. was 


that had been out be fore? &e Correct. 

Qe Then, we have the Guelph Carpet & Worsted 
Spinning Company coming along and making this 
Statement to you "ve hardly thiuk, this iaformation 
will cover the point you have ia Mind, and we would 
Suggest that every manufacturer be asked to send 
to your offiee a sample of every quality they mske, 
with a number attached to each Sample, and then a 
avaiiheen of two members should be appointed to 
examine the types and determine the quality of 

top in each type, By Going this the eriticism tha 
some manufacturers are actually making yarns 
from a finer quakity of top than the brand called 


for, ¢ould be readily checked,' 
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| As That was the suegestion of the Guelph Carpet 


and Yorsted Spinning Mills, and was not carried ou 

us Why in the world should there be any criticism 

in relation to a manufacturer making goods a 1i%%¢1 
5 finer than the brand called for? 


Ae Could 1 just ask you, what connection has this 


Ye Wheat reference? 4. Yes, what connection, 
we Because this bulletin lays down certain prices 
which are to be charged for certain guelities 

made from certain tops and the letter criticises thi 
Some of the manufacturers are getting around that b 
Making them a little finer? 

&e J think the type of yarns-- 

THE COMMISSIONER: Pardon me, what about the 

dates? The question of dates was mentioned, 

Yy 26 MR. MeRUER: Well, the bulletin is as of January 
a5rd, 19364 A. And the letter is 

January 15, 1935, 

Ge But the point is this bulletin simply 

replaces one that was previously in effect by a rise 
in the price of 5 cents, It is stated there and you 
have said there was one in effect but it was just 
altered upwards. 

A. The point in issue is this, my lord that the type 
30 of yarn referred to in the letter of Jdenuary 15% 


are not referred to in the bulletin of January 2lste 
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Qe Yes, they are? a. Excuse me, you say 


so, but it is not true like a g00d many of your 
Statements, 

ke Yell, if you want to be’ impudent and say 

“any of my statements are not true I ey Rave some 
comments to make about what you heave said here, 
and you are under oath? 

Ae Iam sorry, but you made a statement thet is 


not true," 


Then I regard that aga bit of impudence, 


UR. KELLOCK: And I regarded your retort eas a bit 


of impudence, it is only an in terchan ge@. 


“GR. MeRUER: My friend persists in being disagree-~ 


able« 


THE COMMISSIONER: Well, we had better have lunch 


hows 


-~ The Commission adjourned at 12.30 Pw, to resume 
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== On resuming at 2.30 pem. 


ME. KELLOCK: My lord, the metter in connectio 
with yerus to which my friend referred just before 
the edjournmaent furnishes just enother illustration 
of the point thet 1 wés on. Theat ia, efter you 
specify an erticle, there is still competition in 
quality, and the burden of the ccampleint of the 
Guelph Company was that there wes thet competition 
and they wanted to eliminete it, and they made 
the suggestion how it could be brought ebout, by 
heving @e committee to determine quality emi so on; 
but thet never was done, Let us take full feshion 
hosiery to illustrete the point e little more fully 
my lord. If one tekes, for instance, Exhibit 563, 
which is one of the memoranda, and if you teke the 
spesification of one class of hosiery dealt with 
there celled 4-thread not finer then. 42 Z2Quge =e 
thet is. I believe the specification -« the — 
et which thet is to be sold brended and unbrandea 
is set out. Thet is the total description of the 
erticle. Now 4-threed means the size of the threed 
42-gauge means the number of stitches eround; 42- 
gsuge mesns thet there will be 42 stitches in three 
inches. If you go completely sround the stoc king 


there may be more than three inehes and more then 


42 stitches, but 42-gsuge means 42 stitches in thre 


inches, and that stocking then ig e Stocking made 


» Of.size 4 thread in which there will be 42 stitches 
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in three inches, Now take the verietions that can 
be mede in the article within the limits of thet 
deseription. Yoa heve, for instence, the quelity 

of the rew silk. Nothing is said in the description 
about the quality of the rew silk thet is to be used 
by these menufecturers, and of course there is a wide 
variety in quelities. 

in the Dominion Bureau of Stetistics publica} 
tion in which they deal with the price index they lis 
five quelities of rew silk. 

THE COMMISSIONER: ‘There ere five quelities in 
the 42's ? 

MR. KELLOCK: Yes, they List five quelities 
which they keep track of. There are many more, but 
they only keep treck of five for the purposes of 
their indices, That is one veriable, which of course 
is e very importent one, 

Again, the varicus menufacturers em, for want 
of a better word, scrimp on the size. Thet is, one 
menufeacturer may not heve es meny stitches in his 
stocking, or he might not heve a stocking of the same 
length. One menufreturer micht meke e shorter stock- 
ing, end mother » longer one. One might mske a 
stocking which would be more desirable on the limbs. 
So there is competition there. 

Then also in the matter of decoration. One 
form of decoration is picsot edging. That is a fancy 
edge sround the top of the stocking. I see thet the 


edges of the curteins on the windows of this room 
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ere straight, but this picot edging is a kind of 
scelloped or fency edge that might be put on. 

| THE COMMISSIONER: Thet could be put on without 
putting the product outside of the cless 7? 

MR. KELLOCK: Yes, my lord. That might be done. 
Also there ig e lece pettera around the top of the 
stocking 2s anetimes. 

The evisence elec speaks of ringless knitting. 
Thet requires e specisl attschment, end the mnuface 
turer of the e ttechment gets e royalty of ten cents 
ies dozen stockings for the use of the sttachnat. 
That, of eines. me terislly impr ove s the stocking. 

Then there ere several ways of knitting the 
foot of the having, Some menufacturers Knit whet 
they cell a credle foot. Thet simply means, es I 
silliienacnl it, thet ins teed of putting the seam where 
the stocking is joined together at the foot, tkzxaaax 
kx down the centre of the foot, it is mde at each 
side, and that miie & much more comfortable stocking. 
kind ell thet cen be done within the specification. 


Another very important thing is the mstter of 


; ereading. In the evidence I reed to your Lordship 
: this eilbuie? ike. Thompson spoke of the number of 
: pitti thet ere enberionsed in making stockings. 
a THE ‘COMMISSIONER: A stoekine with gome flew in 


it ? 
MR. KELLOCK: Yes, my lord, and the poiat at 
which one mill will cless e stocking as a second, 


will gonsider thet the flew is sufficiently serious 
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to make the stocking e second, will not be so in 
the ease of other mills, end depending upon where you 
drew the line as between firsts and seconds «2 in 
regerd to these flews or defects, you get s very 
5 meterial difference, 
THE COMMISSIONER: Each mill ig free to draw 
‘Its own line. 
MR, KELLOCK: Yes, cach mill is free to draw 
its own, In the document there is no deseription 
> 10 of the article. If you sre going to fix the price 
you have to describe the ertiele, and the only thing 
thet is specified ig that stockings are of first 
quelity, but the mill itself decides what is first 


quelity, and ell thst is specified is 4 threads and 


“ no finer then 42 geuge has to be sold at thet price, 
But there are all these ve riebles. 
THE COMMISSIONER: At least those. 
ME. KELLOCK: Yes, there are ell these other 
“a variables, and itis left entirely in the hands of 
¥ ~ || the uitia thenaelves «= 
THE COMMISSIONER: Ags a mtter of fact, ean you 
tell me right now in regard to the esrticle you have 
just described or any other article whether there is 
@ variety of prices smon¢ the different mills ? 
3: MR. KELLOCK: A veriety of prices existed at the 
| time these documents were in force, 
THE COMMISSIONER: They only set se minimum price? 
MR. KELLOCK: They only set s minimum pric @& 
30 THE COMMISSIONER: Cen you tell me ag e metter 


of fect whether there are some mills selling higher 
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than others ? 

MR. MGRUER: If they put » Isce edge on th ey 
cherge more than the minimum ) 

MR. KELLOCK: Mr, berry tells me thet some of th 
mills were able to sell a stocking of thet clesa end 
of other classes at higher prices then the sininum 
becsuse they were known to be of a Superior gue lity. 

THE COMMISSIONER: That is, “coming from such 
mill ? 

MP. KELLOCK: Coming from such e mill, 

MR. MoRUER: Som pertiouler trede neme or style? 

MR. KELLOCK: Not necessarily because it covers 
branded and unbranded. It depended more on the repu~ 
tation of the mill. — 

THY COMMISSTONHR: When they put these extra 
decorations on them did they charge more than for 
stockines without the decoration ? 

MR. KELLOCK: Not unifomly, no. Thet wes left 
to the individael mill, how to mrket its own product, 
end within ell these variables there wes competition, 
And thet lg only in the metter of quality. 

Then agein, on the question of service there ig 
not a word gaid in the docummts, nothing about de 
liveries. I might be e reteiler buy ine from e@ ¢er 
tein mill. TI get e shipment and I say to the mill: 
You heve sent me some seconds. The mill cives me 
service end takes them beck st once, and naturally 


I ea more inclined to desl with thet mill then with 


the mill which stys: No, you have to take whet we 


send you. All that wes’ left open end’ free, and there 
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was competition both in quelity emi in service. 
The gervice continued unreguleted. The document 
does not attempt to deel with thet et sll. 
Referring to page 9, boat & Hofmy brief, 
5 I say: 
| "Of all the profucts produced by the 
textile industry there is evidence thet pert 
only of the production of the following goods 
| were included in ettempts at price stabilization 
al 10 full fashioned hosiery, sotton underweer, 
worsted end eotton yearn, towela and carpets." 
I heve left out there worsted cloth.. It should be 
edded. to thet list. I mention it lester on, but it 
‘i escaped from thet list. Then with regard to full 
feshioned hosiery: 
"With regerd to full fashioned hosiery, . 
the evidence is that memoranda made to stebilize 
prices, from time to time constently broke down 
> 46 through feilure on the pert of those interested 
to carry out the arrangements. These earrang 6e- 
ments did not cover all the lines of full 


fashioned hosiery but were limited to the sales 


a. 8 


end iow. end lines and in the case of sone of the 


25 mills that were exemined on this point the price 


in the memoranda were below the cost of production. 


~~ eex 


There is mo evidence thet the prices of the 

lines in the memorende were profitable prices 

in the case of any of the mills who were parties 
30 || at any time to eny of these errangements. it 


cennot, therefore, be said thet, se fer as the 
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ettempts to stabilize prices of certein lines 
of full fashioned hosiery.were concerned, the 
public or ¢onsumer were in any wey prejudiced. 

5 it is algo to be noted that.the arrangencnts 
were not in eny wey rigid and, it is submitted, 


‘ | °° were ,imeapeble of being enforced," 


THE COMMISSIONER: If they were capable of 
being enforeed, they would not be in son trave ntion 
of any law, 

MR. KELLOCK: No, they would not be. But it 
they were ot. and my submission ig that they were 
not, thet element would not ent er into it. Wheat I 
em gpeeking ebout there, end it igea re finement, is 
that the form of the arrengeme nt wes between Mr. 
Heallem end each individuel mill. 

Your lordship at one steze of the proceedings 
seid to me thet each of the mills would not have 
Yy 20 consent ed unless the others did, end in that wey 

there was mutaslity, but I en submitting, my lord, 
that it does not go as fer as thet. There wes not 
eny Piekt on the pert of eny individusel mill to 
enforee the A nen Ry to which they were not perties. 
25 THE COMMISSIONER: The document contained pro- 
visions es to whet would heppen if any one of them 
‘broke aay. There waa to be notice to all the others, 
jour then @ weetine. | 
MR. KELLOCK: I is not think it say 6 that. 
“THE GOMMISSIONSR: The hosiery one said thet, 


or that wes Mr. Hellam's evidence. He was to notify 
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ell of them if one had broken awey, end then they 
hed a meeting. 

MR. KELLOCK: He geid a meeting followed. 
What heppemed weg thet es they fell into disuse 
through breech, en effort was mede to get them to- 
gether sgein, but there is nothin’ in the document 
thet soverg thet, 

THE COMMISSION®R: I think pert of the arree- 
ment wes, or @ verbal eddition to it Was thet if 
eny of them stopped sarrying out this price agreement 
he wes to notify Mp. Hallam fifteen days ehead of 
time, and then Mr. Hellem woulda notify all the 
others, end they would heave a meeting to see what 
they were going to do e bout it, They were to ad- 
here to this agreerent except they gave fifteen 


deys’ notice, 


bie KELLOCK: Yes, my lord, I am not going to 
lebour thet. I turn egein to page 10 of my brief: 
"Ae the evidence snows, they were not in 
fest enforced, The eviderce does disclose 
thet during the entire period covered oy the 
attempts to stabilize prices the trend in 
prices of full feshioned hosiery was towerd 
lower levels while the quality wes greatly 


improved," 


My friend said this morning thet these documents 
reised prices, That is not so. If one exemines 
then, the trend wes downwerd. As e metter of fact, 

I will just read pert of the evidence, from pege 8678. 
Mr, Hallem was being examined, at line 20: 
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 * Now, running alongside thet wag the 4~thread 
stocking -=" 
Theat ig the one I em dealing withs 
“-- which wes $6.35 in Merch, 1932: £5.65 in 
1928; $5035 in 1934; $5.25 on November 6th, 
1954; $5.25 on Mey lst, 1935; end $5.65 on 
Sep tember 2ist.* | | 
4nd thet dast One never got beyond the incube tion 
stage, | 
MR. MGRUER: Whet about raw meterials ? 
MR, HaubLOCK: The evidence isin, I have filed 
6 chert which shows how the raw material in Stockings 
fluctua tes; thet is the rex silk, 2uoting again 
from the brief; 

"That, there was no undue enhane qnent. of 
these full, fashioned hosiery lines is ¢mciusively 
established by the eyi dence of Mr... J, Thompson, 
bege 11,278, line 1 to 11,279, line 10: 

‘oO, that do you Sey @s to whether eny of 
these agreements that yo. know of enhenced 
prices beyond what wes feir and reasonable ? 

&e. Well as e ¢omperison, if you were to secure 
or hed the Opportunity to compere the American 

25 reteil prices as hosiery is sold over the 
Americen counter with prices for hosiery gold 
in Cenade to-day over the Cenadi en counter, 

you would find thet the quality of the Cenedien 
product wag better on the average and the price 
30 not any higher, notwithstanding thet to make 


hosiery in Cenade we have to my duty on the 
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mechinery, the machines are built in the 
Jnited States, and heve also to pey duty on 
@ number of supplies that go into the oOperatio 
6nd into the making of hosiery which is over 
end above. the expense of mexing hosiery in the 
Jnited Stetes, | 

@. Is the raw silk any deerer to you 
than to Auericen manufacturers ? & There i 
@ saving on raw silk of 2 cents a pound in 
Cpnade over the United States, That is purely 
in the cerriege charges fran Japen, 


S- You have to pey more for your machinery 


than the Americen manufacturers ? Ae We 


have to pay duty on mechinery coming in. 
The full fashioned hosiery machinery is built 
in the United States, and we heve to pay 
duty on the needles brought in from the United 
States or Germeny end on a number of other 
things that go into the ma nafacture of hosiery, 

&. You sey that the quelity has been 
meintained and thet it is e higher quslity in 
Conade then in the Unitea states 7 A, It is 
higher in Cenadea for the reeson thet we use a 
newer type of mecshines, On the averege the 
mechines are newer in Cenade then in the 
United States, | 

Q.. Is thet because the industry is 
younger in eatnite Pa Tks Younger in Caneda, 
and they have a ¢ onsiderable humber of the old 


feshioned type of machines. 
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By The Commissioner: @Q. In the United 


States? A. In the United Steates.* " 


4od Mr, Thompson did not mention the 3 per cent 
excise which he has to pay on his rew me terial. 
Continuing et page 11, Section H of the brief, re- 


gerding cotton underweer? 


"With regard to cotton und erweer, the 
evidence is thet since in or évent the year 
1933 some only of the menufsaeturers of under- 
weer entered into an arrengzenent with regard 
to sertein types of cheeper lines of cotton 
underwear on © besis similer to that existing in 
sonnection with full feshioned hosiery. The 
seme types of underwear were produced in volume 
by other msnufecturers who were not in any way 
conserned with any of these arrancatents, end 
the evidence does not indicate in any wey thet 


there was eny undue enhancement of price as a 


result of eny of the price arrangements 


affecting these lines," 
"With regard to worsted ¢loth, the evidence 
shows that the situation affecting this product 


wes similer to the gitustion whieh brouwrht ebout 


attempted price stebilizetion of full fashioned 


hosiery. The situsetion hes alreedy been des 
eribed in the letter written by Mr. Dodd on the 


28th of Merch 1933 forming pert of Exhibit 765." 


Thet is the letter whieh I read to your lordship 


et eon earlier stage. Continuing; 
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The mills also found it impossible to have 
their customers specify balames of contracts 
“when prices were dropping. There were, sccordti 
to the evidence,” six mills which ettempted price 
gtabilizetion arrangement and five, and later 
six, which didnot teke part in the erreng éients. 
The stabili gation arrengenents lested frou in 
or about the month of June 193% until some time 
prior to August 1934, efter which time sone of 
the mills attenpted to continue 6n°*the former 
basis," 
Wheat Mr, Dodd gefié@ wes thet they had not met since 


Tebruery Of 1936, en@ thet they were #11 free to sell 


In eddition to the evidence I refer to there, my 


lord, I should also like to refer your lordship to 


THE COMMIS SLONER: Wheree bouts are you now ? 
MR. KELLOCK: ‘here I say, my lord: 
"The stebiligzation errangements lested from 
in or ebout the month of June 1935 until s ae 
tim prior to August 1924," 
It is ebout the middle of the first paresreaph. 
THE C GAMISSIONER: - Whet pege of the evidence do 
you refer me to ? 
' "MRD KELLOCK: Page 10982, line 12; ani page 
10932, line 7. 
“MR. MoRUIR: Mr. Dodd's evidence was thet ‘they 


still ‘followed the policy ecerteinly of agreeing on 
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prices they would charge, 

MR. KELLOCK: The evidence wes this, that they 
hed not met singe Tebruery of 1956, they still follow 
the policy of discussing prices, but there was nothing 
rigid sbout it beceuge they were e1]1 free to meet 
competition fran mills which did not discuss prices 
with them. | 

Mi. McRUYR:. But his evidence waa that they were 
Still meainteining prices, 

ME. KELLOCK: The situation was -- I will read 
the evidence if you like -- I do not think there is 

anything between my friend and myself, but the evi- 
dence wes that the four that were still left did 
discuss their selline prices. 

WR. MoRUER:. Not only that, but fixed them. 

MR. KELLOCK: If my friend says fixed them, all 
right, fixed them. But there wes nothing rigid about 
it because ae term of the arrangement, if you want to 
put it es formelly es thet, was thet they were free to 
meet the competition of the mills outside, end that is 
the evidence to which I refer there, 

MR. McRUSR: .They were elways free to do that. 

MR. KELLOCK: No, they were not. 

THE COMMISSIONCR: You gpesk of six mills which 
condueted stabilizetion arrangements, five and then 
later six ? 

MR. KELLOCK: Yes, my lord, 

TH COMMISSIONSR: Whet percentage were they of a 
the mills ? | 
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MR, KELLOCK: In regera 3 the output ? 
THE ¢ MMISSTORAR: Any way you like to take it. 
“Ry Me@RUER: .In this pe rticular eloth. 
| 7 ie KELLOCE: I have not got it in my mind, but 
5. || 


iam going toanalyze thie much more closely later,| 
and i think thet is pert of the informetion I am 


g0ing to give to your iordship. I am dealing with 


the matter here more in @ genere] way to S bow thet 
} there is no undue enhancement, and.in the cese of 
2 | oo full feshioned hogiery I ¢dipsere American selling 
prices end our own, end show the disedventage our 
 millg lebour under, and then i em going to come 
, to the canpanies themselves whieh were parties to 
these arrangements. Continuing with the brief; 
"The arrangements applied toa part only of 
the lines produced by. the mills, ani the prices 
were in some ceases at least below cost of 
préduction. There is no evidence that eny 
“y ae | Sveieitiis affecting the price of worsted 
| cloth unduly enhenced prices, the evidene 
being that notwi thstending the attempted 
Stabiligation of prises on some lines, one 
eampeany on the output of their mill ag. &. whole 
25 had not, since 1928, been able to provide full 
depreciation," 
Thet. wes Mr. Dodd's own compeny. 
| "The fact that stebilizetion of prices doeg 


not enure solely to the benefit of the mills 


but is in fact desired by users of worsted 


1 30 


| | cloth is shown in evidence, page 11048, lines 9 
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| to 31," 

4nd Mr. Dodd Seve very much the seme evidence 

as Myr, Thompson with regerd to full feshioned 

hosiery -= that the buyers from the mills desire 

that prices will be stable. Then coming to worsted 

yernst 

"With regard to worsted yarns the evi dence 

as set forth stated a number only of mills 
producing worsted yarn met fran time to ti me 
to consi der what selling or ioen of worsted 
yerns Ought to be, having regard to sost of 
procustion ani changes in prices of worsted 
tops, their rew meterial. The information as 
to the prices tius discussed wes then embodied 
in e list and sent out to some of the mills. 
Exhibit 57% is one of the lists, end the 
evidence was that while it wes the intention 
thet with the knowledge thus obteined «s to 
whet prices should be, the mills should sell at 
these prises, it was not binding upon the mills 
receiving it. As Exhibit 573 itself shows, 
it was sent to the Monersh Knitting Company 
Limited, which mill did not sell eny such yarn 
et sll," 

4nd the evidence on thet I set out on the following 

pege. My friend is exeming Mr, Burns, the meneger 


of the Monersh Company, as follows: 
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“Mr, MeRuer: Mr, Burns, I show you a 
circular dated the 26th of Novenber, 1935, which 
is headed ‘effective from’ -- I think this is 
my lord, I will just heave to check em see if 
it is the seme one, It is merked ‘effective 
from September 27th, 1935' end it sets ont 
eertein prices for yerns, ‘This comes fran your 
files ? A. Oh, I think I know whet 
this is, 

Q. Yes, tell me whet it is ? 4. I 
think this was es price list that wes eotten 
out in connection with worsted yerns that were 
g01 4, 


Q. In connection with worsted yerns, a 


prieeé list thet wes gotten out by the associstio 


4. I don't know, I cemot say, we are not in 
thet end of the business, 

&. You don't meke eny of these yerns ? 
&e Ye make them but we use then ourse lves, 

Q. You don't sell any ? A. No, 

Qe You don't make ony for sele to the 
public ? & No, that is for gale to 
manufeasturers,. 

@- Did you teke eny part in arriving at 
the prices ? A. I don't raaember ever 
taking eny pert. 

@. Yes, this is the mme eg exhibit 
nauaber 373, my lord, 


The Commissioner: Just leave it thet Wis « 
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Myr. MgFuer: So I will just Leeveit. 
It resched Mr, Barns end thet is all. You 
Seay none of these yerns are the sort thet you 
menufesture for gale tothe publie ? due How 
Q. So thet you would not really be 
effected by the price list ? ‘he No, we 


would not be interested," 


Continuing with the brief: 


“"@oup] ed with this there wes the system 
initiated es « result of the ‘eiroular of November 
29th, 1935, pert of Ixhibit 1240, under which 
five and then four of the mills referred to in 
Exhibit 573, filed or “registered” -« the word 
used in Exhibit 1240 -- the eontreets which they 
entered into with their eastomers of their arle 
of yern, and each suc mill agreed thet it wouk 
not aie the cusiomers of the others mentioned 
in the gontrects filed at prices lower then the 
prices provided for in these jent wane during 
the terms of the contreets respectively. The 
evil which this system wee designed to «ainteract 
wes the praetice formerly preveiling by which 
one mill seeuring = contresct from & gustomer 
besed on rew materiel which a spinning mill hed 
eon rected for before teking the order or on 
teking the order, the yarn to be specified within 


© gertain period -- " 


Thet would be by the buyer: 
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MR. KELLOCK: Meybe, my lord: 


16893 
“ee within a eerteain period {sometimes es 
long as » year) would heve its eustomer approac 


by a competing mill quoting a lower price with 


the result thet the customer would then refused 


to spegify his ¢ontreet with the original mill 


THE COMMISSION R: I think they must have borrow 


Tee and would plece a new order with the com- 
peting mill. This situstion would develop fre- 
quently. durine periods when the raw meterial 
market wes felling. In periods when raw materia 
were rising the customer gm insisted on the mills 
earrying out their contracts. The mills found 
it-imposgible in periods when the rew meterial 
merkets were falling to take the matter to the 
-“ourts to force customers.teo specify existing 
sontracts for feer of loging the good will of 
the customer, with consequentioss of future 

bu siness. The very exi: tence of this last 
ahh ened system negatives conclusively the 
existence of comnon fixed priees enone the mill 
as otherwise it would not heve been necessery to 
devise this method of preventing customers 
breeking their contracts by reeson of the induce- 
ment afforded from quotations of the other mills 


on 2 lower scale," 


I think that is fir. Then with regerd to towels: 
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"The evidence is thot in Jane 1935 the 

three Canadien manufecturers of cotton terry towdls 

errenged a uniform costing system which, while 

not setting out prices, provided e besis on whic 
their prices would in fest be fairly uniforn, 
although they did not in fret arrive at the same 
selling prices. The disewssions with regsrd to 
towels were held in the offices of the Associatio 

28 @ convenience, but were not part of the func- 

tion of the Cenedien Woollen and Knit Goods 

Menafecturers Agsociation. No means were pro- 

vided for the enforcement of this srrangement. 

It ghould be soted thet although ell the 

Cenedian menufacturers of this proluct took 

pert in this errengement 26 per cent of the 

GCenedien consumption of towels in 1954 was 

imported. This fret of itself wuld prevent 

the maintenance by the Canadian mills of un- 
reesonable prices.” 

MR. MeRUER: Whet kind of towels ? 

MR. KReiLO&K: Terry towels. 

WR. MeRUER: You sey 56 per cent of the terry 
towels imported. How do you get the figures on terry 
towels coming in 7 

ME. KELLOCK: I did not say terry towels; i said 
towel Se 

MR. MeRUER: This egreement was in regerd to 
terry towels. 


MR. KELLOCK: It would inelude terry to els. 
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: Bs THY COMMISSIONER: At the berinning of the 

Se peregraph you referred to three Cenedien menufecturer 

i of cotton terry towels only, 

f MR. KELLOCK: Yes, my lord, 

:° 5 THE COMMISSIONR: Not to all mekers of #11 towels 

but only to manufacturers of cotton terry towels, 

| MR. KELLOCK: Thet is all, 
THE COMMISSIONYR: And there you sey thet they 

errenged e uniform costing system. 

"i fe “a MR. KELLOCK: Yes, my lord, 

| THE COMUT 55 LON ER: énd then you say thet 36 per 

| cent of the Cenedien consumption of torels in 19o4 was 

imperted, Thet ig e different thing. What per= 

| centege did the terry towels represent ? 

| MR. KELLOCK: We cannot seperate thet in the 

..: stetisties, 

| THE COMMISSIONER: I suppose it would mem this, 
thet the other towels would compete with the terry 
towels, woild they ? 


HA, KELLOGK : They do. 
] | MR. MGRUER: <A hend towel does not compete with 
| a beth towel, A terry towel is * beth towel, 

MR. iLELLOCK: No, the terry towel is used for 


25 both purposes. I use them myself. Whet I meen in 


5 Ae a ee ee 


thet peregraph is this: The Cenedien produsetion 

; includes #11 kindg but the only line to which the 

| uniform costing aystem epplies is the ery towel. 
The imports elso inelude ell lines of towels, ani 

7 ; 30 one kind of e towel, whether it is 2 hand towel or a 


bath towel, competes with another. 
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It would be impossible for the menufecturers of 

terry sewels in Cenede to = Bow the price of just 

one line of towels et an anreasonble level becesuse 

of the domestic sredue titan of other lines of towels 
as well es the competition of terry towels end other 
towels imported. In other words, there is no monopoly 
in the sale of terry towels themsel ves, and the other 
towels compete with terry towels, whether they are 
produced in Caneade or impor ted. 

I come now to cotton yearns, page 15 of the 
brief, Section Rs | 

"There is evideme thet for some yeers four 

Cansdien cotton spinners had arranged @ uniform 

seh kine price list for cotton yarns." 

Thet should read, up to 29's only: , 
“The arrangement of this list was carried out 
entirely outside the operations of the Cotton 
institute. There were st least four other 
eotton spinning eompenies selling yarns who at 
no time were parties to this arrencement. The 
ervidenes is thet not only did the buyers of 
got ton yerms not objest to uniform yarn 
selling prices on the part of these four mills, 
bat in fret regerded it fevorebly beseuse it 
hed the tendency to stebilize prices for the 
products they ma nufectured throughout the season. 
since they knew the price they paid for yern woul 
be the price paid by their c ametitors. 


Thet arrangements looking to the 
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stebilizetion of prices end the providing ‘of 
price informet ion, such a3 were resorted to in 
the cases dealt with above, sre proper end 
reasonable et any time, and perticulerly in 
such circumstances es existed in the yeer 1932 
and following yeers is recognized in other 
jurisdictions,” | 

* “wie OGiirssfOukhi "bos thet dtetehend Serer 
oniy to this ? 

MR, KELLOCK: No, it is general. It should 
be eé ane parsareph. 3 

THe COMMISSIONER: I notice thet later on 
you refer to carpets. 

MR. AELLOCK: Yes, I come to Brussels carpets, 
Mr, Dodd's evidence wes that the major pert of the 
yern wes sold by these four compenies, thet the other 
gompenies spun yern for thet? own use ani sold some 
of their surplus, 

UR. Mle RUER: So it sennot be sugeested thet 
the other four companies were in soupetition with 
these companies, 

| MR, KELLOCK: These companies were, according 
to the evidence. Not only thet, but 1f these con- 
penies thet were menufeeturing e large pert of the 
yerns for sale had not got any too attractive prices, 

these other companies which were mt ma nufecturing for 
Sele but for their own use, but which had the equip- 


ment to manufeeture for sale, would certainly have 


been directed into the business, but the prices were 
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not attractive enough to bring that result about. 


MA. MeRUER: They would heve a &reat chense 


ageinst the combinetion of these Big Four companies, 


MR. KELLOCK: It is a question of price entire ly 


MR. MeRULR: They would put them out of busi- 


ness in shart order, 


WR. KELLOCK: Not without ranning foul of 


Section 4984 now. My friend is hard to convince, 


end I em not going to try to igprrng him. 
Continuing with the drier: 


"Exhibit 1198 reveals Similar aetion in the 


sotton spinning industry in imgleand, where the 


aiffieulties experienced by the industry due 


“to price euttine ere now dealt with by price 


Stabilizetion agreement & Other sections of 


the Lnelish cotton industry whieh meintein 


price fixing orgenizations ere the canmission 


finishers end the commission packers," 


THE COMMISSIONER: It is the sections you 


ere referring to there ? 


MR, KELLOCK: Yes, sections of the subject, 


end these exhibits give the detsiis of these agree- 


They are very formel egreements which are 


drewn up with the idee Of a suit for demeges in 


case of breach, 


MR. MeRUUR: They ere legel in inglend. 


MR. KELLOG: Anag they are legal here so 


‘tng es the price is not undue, 


MR. MeRUER: Oh no, that ig not the lew here 


The ques tion is ere they roman tO .operate 
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to the detriment of the interests of the public, 
uble KELLOCK: "And" likely to operate to 
their detriment, | | 
_MR. MsRUER: Not "ana", 

MR. ateny pésnge | iy friend has not shown that 
they ere Likely to or thet they heve Operated $o 
their detriment. My friend just assumes thet. 

THE COMMISSIONER: _ ‘here is thet section ? 

MR. McRUZR: It is in my brief at page 289. 
> 10 MR. KELLOCK: Yes, et pege 269, my lord. I 
referred to it this morning in connection with the 
Aaclaide Steemship ease. | 


THE COMMISS IONE 


Lt aoe which ar operated 


ee 


or is likely to operete," 
e MR. KELLOCK: Yes, my lord, 

THe ¢ OMMIS STONER (rechingts "To the detriment 
or ege inst the interest of the public, whether con- 
gulmere, producers, or others," | | 

MR, KELLOCK: Yes, my lord, and section 498 ig 


>) 20 


on page 290, et the foot of the page. 


a THE COMMISSIONER: It says “unduly”. 
MR, MeRUZR: “Unduly” is used in the third 


peregreph, 
25 BIR. KELLOCK: I wag just going te mention that 
| but may friend is always sheed of me. 
THE COMMISSIONER: It says unduly restrict 
competition in she sele or supply of eny erticle. 
| a KELLOOK: ne lordship will notice thet 
> 30 in (>) the word “anduly" does not appear. 


THE COMMISSIONER: Thet is "to restrain or injur 
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| term, 
WR. AELLOCK: I wes going to sey, my lord, 


thet in the Zorowski cese, which is one of those I 


| : 

{ | referred to this morning, it was decided that 
“unduly” epplies to the whole section. I will sive 
your lordship enother specific reference on that. 

There mast be an undue enhancement, end it must 

operate or be likely to operate to the detriment 

ie of the public. I heve noticed the gitustion a 

" little leter on in my submissiong, where I submit 


thet none of these have operated -- in fect meny of 


k 


them are no longer in existence, and my submission 


= & 


with regerd to the others, which I shall desl with, 
i the ome or two which ere still in effect, sre not 


likely to Operate to the detriment of the public. 


a ae ee 


ik, MeRJER: Of course, I never asked his 
Loraship te find that these were ¢riminel szreements. 
i have only asked him to refer thea to the proper | 
20 officer for ‘investigation. 
| MR. Kah LOCK: Lem going to have & submission 
with regerd to thet when I get through deeline with 
the metter. My friend merely eqeunes things. The 
| existence of sn sgreement is not enouch. . 
= THE GOWMISSIONER: The question is whether any 
| presamption is raised which is sufficiently strong. 
‘2S, KELLOCK: I want to deal with thet because . 
i submit thet the evidence shows clearly that the 
preswaption is not there. In fact, the affirmative 


finding is the other way, if your lordship wented to 
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go thet fer, My submisslonis that we ought not 
to be.put to the troubie, for went of e better word, 
of s further,investigetion in view of the facts “ 
isting which 1 want to submit to your lordship. 
Turning egein to my brief with respect to carpets: 
"Exhibit 1192 conteins the perticulers 
as to the attempt by this section of the 
industry to stabilize prices. The conditions 
in which carpct manufacturers foun’ themselves 
in 1964 were similer to those existing in 
other brenches of the industry.” 
Thet is the year of the arrengements: 
"Between 1929 end 1953 the totel carpet busi- 
is ness trensected.in Caneds fell from 98,778,179 
to $2,615,531, while Cenadien production fell 
from $5,434,555 to $2,195,849. The Cenadien 
.millga bad diffieulty in operating on only 
$2,200,000 production, The result wes serious 
price eutting in order to obtsin business 
followed by the passing of dividends and threat 
to eapitel structures, 
MR? NecRULR: Thet is not wide 


Mr. . KELLOCK: I think I can support it. 


25 Mx. MgRUZR:  Pegsing dividends wes done only by 
companies that have not mata any dividends yet. 
WR. KEL.OCK:, I cemnot give all this in one 
sentence, my lord, am my friend insists on erguing 
a as.I go along. 
30 
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MR, KELLOCK; I em reading richt from the 
exhibit, ond the exhibit is a letter from Mr. Cuth- 
bertson, a letter written to my friend at his own 
request, end put in without any eross-~-examination what 
scever, and tJ am quoting what is in his letter, 

MR. MeRUGR: His company, the Herding company, 
hed never peid dividends, | 

MR. KELLOCK: I am not Speaking of the Herding 
: Company; I em speaking of the carpet companies. Quoti 
> | bt "She result wes serious price cutting in order to 
Obtain business, followed by the passing of dividends 
end threat to capitel structures. Tn March 1934 

our principal mills adopted a basis of their own 

15 Outside the Association with the object of protecting 
their industry emainst the destructive practices 
already mentioned. As was the case in other branches 
of the industry, buyers were in fevour of the meas-~ 
ures adopted. These measures were entirely voluntary 
with no means of enforcement, and as se matter of 
fact, uniformity in prices or discounts Was not 
atteined, The present situation is thet eonpetition 
continues with all producers felling in line with 


prices quoted by the others." 


* other words, my lord, if I ama Carpet manufacturer 
d I enhance my prices, then if the other people meet 
em at once we are beck again on the basis of fullest 

ompe tition. it means thet as soon as I enhance the 
rice for ea ugpr carpet which corresponds to a serpet 
~ 30 


aunufactured, say, by your lordship, your lordship at 
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once meets my price. 
THE COMMISSIONER: The seme price. I conform 
to your price? 
- MR. KELLOCK: Conform to my price, not because 
of any arrangement, but beceuse of compe titi on, 
WA. MéRUER: The exhibit does not show thet. 
MR. AELLOCR: You ere speaking about the time 
10 16903 follows 
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when the errangement wes made and was operative. 

I em -@peaking of gince that time. Continuing: 
"It might be noted in connection with this 
branch of the industry, as pointed out in 
Exhibit 1192, thet while the employment in 
the Cenediean carpet industry fell sherply 
between 1930-3 the wege rates in 195% were 
higher then eny other group in the textile. 
industry." | 

Then I deal with prices ani profita: 
“While the articles subject at any time to 
prise discussions ere few in number end form 
6 nell portion of the output of any of the 
sections, end the profit or loss on the sale 
of these articles has not been segregeted, 


the following figures of the average net 


profit of the sections of the industry affected 
before and during the existence of price discus 
sions show that there cen be no criticism fron 
the standpoint of profits of eny of the sections 
affected," | 
Smxkhak Any arrengement which existed in the indust 
did not do very much good from the stanipoint of 
profits because in the period from 1926 to 1930, 
which was before there were any price discugsions. 
the eernings were in the case of knit goods 4 per 


cent. Then I give e table as follows: 
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Knit | 
Goods Cerpets Hosiery Cottons Woollens 
192 G30 4 % 6e%h' es 11.4% 4.9% 2.9% 
1921-35 1% RBS on oT gas 3, 8% 2.6% 


THE COMM SSI ONER: Do woollens inolude worsteds 
MR, KELLOCK: Yes, my lord, they do. Thet is 
the whole industry. 
MR, Me@RUSR: Thet is not the profits on the 
ertiele on which the esereement existed, 
MR. KELLOCK: There is no wey of Segregetineg 
them, Neither your witness nor mine could do it, 
but this is bmn result for ell the industry where 
they operated. They were few in comparison with the 
number of lines put out by eny section of the indust 
Continuing with the brief: | 
"Some time was devoted at the heerines to 
determine whether Or not there existed in the 
industry any eontrol of produ ction by the mills 
It is submitted thet the evidence ‘Shows clearly 
that: no control exists or ever did exist, and 
thet the only branch of the “industry Whig h at 
eny eine ee the pose ipility of estab 
Lishing eontrol of production was the broad sille 
seotion." | 
That is the seotion ‘thet suse eds in escaping my 
friena's condemne tion in some respects at least. 
Continuines | 
"In and prior to tes cli 1982 this pig trae 


of ‘the industry» wes ‘suffering | from abe vb ie 
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eonditions, over produc tion end price 
ecttiun, kh wexvey wes made by @ firm of 
ghartered skevaatents with the idea of eg- 
teblishing a besis af ritual sontrol of 
broad silk fabrics. ‘Nothing came of these 
etrorte and no control of production wes in 
feet ever established. The evidence also 
shows thet some sections of the industry hed 
for many years ® system under which the 
individual mills reported monthly to the 
Agsogietion's secretary as to production 
and stocks on hand, The secretary compiled 
these anaes end sent out his compilation 
to reporting mills. These reports, of course, 
would furnish information to the mills re- 
ceiving them on the State of the market by 
whieh they could, if they wished, regulate 
their operetions, but reports of this nature 
would serve only for the seme purpose as other 
reports received from government or other 
sources, wah bi the reports on production, 
sales and stocks referred to in the evidence 
at aed 8682 to 6688, and Exhibit 648. It 
te submitted thet if the furnishing of this 
information to the milis has to any degree 


served to limit over production, the Associa- 


_tion hes performed e useful serwice to the 


community es ea whole since it is inconceivable 


thet Over production could be considered as 
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) being enything but « wasteful form of economic 
\ activity. The evidence ig thet this inform- 
, tion did not prevent Over production in the 
5 @ase of the broad silk section. Qn the other 
hend, industry cen be criticized for not teking| 
measures to prov ide itself with sdequate sta- 
tistical information for the purpose of pre- 
venting the weste consequent on opera tions 
eS, 10 carried on without proper knowledge of condi- 
: tions." 
I do not think that needs any comment, my lord. 
My submission is thet that is sound, 
Now I went to analyze the situation e little 
3 more cerefully, and I have done thet in writing. 


fdh. MGRUER: Is this en additional brief my 


friend is putting in ? I think he might have let 
me hevye it, if it is. 
i THE VONMTIS ST ON IR: It hes to do with this. 
» a question of price stabilization ? 

MR. KELLOCK: Yes, my lord. It is really e 
reply. 

THE COM ISSIONER: We gen stert it, and if 


you ere teken by surprise, ‘i. MgRuer, you cen let 


25 
me KNOW, 
} MR. M¢RUER: It is @ strenge thing that my 
friend should went to put this brief in now when 
we agreed to put our briefs in at a certein time, 
a 30 || and now he cones slong with a new brief altogether, 


I think it is rether unreasonable, 
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| | MAR, KELLOCK: My friend has no ground for 
comple int, My friend denis with this gubiest in 
ate brief quite extens ively, end waat I heve pre- 
parse here ae e ampleted widte recently is simply my | 
ergunent in enswor to my friend's leaiavuney in his | 
brief. i have pat it in WER aay ‘boouune I think 
‘nt © tends to veneeenaee end accurecy, rether then 
IL should etend ap end speak from notes, 

THE COMMISSIONER: The only point is, could 
you not heve even: a ¢opy @& this to Nr. VgRuer 
several deys ego 7? 

“Re RELLOCK: I might, a dey or s ego. 

MR. MeRUDA: Why didn't you do it ? 


MR. KELLOCR: I did not think of it, as a 


metter of fect, and if I am to be sensured for that 
I shell heve to eccept it. i never thought of 
it at all, 
THS COMMISSIONER: Is this the end of your cese 
7) | or sre there other things ? | 
: MR. BELLOCK: I have still a couple of other 
things to desl with first, my lord, in my brief. 
THE COMMISSIONER: I would suggest thet you 
teke then now and let this stand over until toe 
ae morrow morning when Mr. MeRuer will be ine better 
pogition to follow it. 
4 | MR. KELLOGK: Very well, my lord. 
ME ‘igRUER: if my friend wants to go on with 
it now, let him do so, because I shell not heve eny 


2) 30 ||. time to look at it now, 
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THE CCMMISSIONYR: We will let i+ stand ovemielt. 


MR. KELLOCK: I om sorry, my lord. I prepared 
this es en answer to my frieni's argument rether 


then anything else, 


5 
WR. MeRUER: There are a lot of caleulations 
in it that I shall heve to have my experts look into 
end see whet they are, 
3 | i Pare 16916 follows 
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MR. KELLOCK: I think, my lord, I would like to 
now with section "F* of my brief which deals with 
tariffs. 

a Se long as exporting countries have: 

{a) Lower labour costs. 

(b) Lower overhead costs consequent thereon, 

(¢) Depreciated currencies acting as a bonus o 

exports, | 

(ad) Lower taxes on industry, and 
) 10 (e) Are prepared to sell for export at less th 

their own domestic prices, 
so long will protective measures he required in 
an importing country to maintain an industry sulle 
ject to these competitive conditions. Unless 
duty rates and customs regulations at least equalize 
the landed costs from the exporting country and 
the costs of produetion in the importing count 
the industry in the importing country cannot 
permanently continue to provide employment." 
One does not get protection, in the ordinary sense 
in which that word is used,unless the costs are at 
least aquaki xed my lords 
"In the case of the Canadian customs teriff 
the rates provided are not for the eretection o 
home industries only but are also established to 
give customs tariff protection to British goods 
sold in the Canadian market as against goods 
originating in foreign couniries, This Ganaaib 
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THE COMMISSIONER: Pardon me a moment. 


MR. KELLOCK: My lord, I should perhaps pause 
there to refer your lordship to article nine of what 
we call the Ottawa Agreement which deals with that. 

“SHE COMMISSIONER: What does it say? 

MR, KELLOCK: “His Majesty's Government in Canad 
will invite Parliament to pass the legislation 
necessary to substitute for the duties of custo 
now leviable on the soods specified in Schedule 
& the duties shown in that Schedule, provided 
that nothing in this Article shall preelude His 
Majesty's Goverriment in Canada from reducing th 
duties specified in the said Schedule so long a 
the margin of British preference shown in that 

 Sehedule is preserved or from inereasing the ra 
under the intermediate or general tariff set ou 
in the said Schedule." 

Now, schedule E, my lord -- I am reading from the 
Teperial Ee onomic Conference, 1932, Report of the 
Oditerdnns Supplementary Volume, imnex 5, including 
texts of the trade aereunsute concluded during the 
‘Coutoreseé, printed by the King's Printer in 1932. 
Now, schedule E, which commences at page 56 and runs 
over to 66, sets out not only the 5ritish preferenti 
rates but also the intermediate and general rates, a 
“go far as textiles are concerned there are quite a 
larde takber of items to be found on pages 65 to 65, jand 
as I refer to them later on your lordship will see 


that most, if not all, of the important duty items 
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of 1952 whieh my friend sets out in his brief, are 
specifically provided for in the agreement, in this 
schedule, and the spread between the british preferen 
rate and the intermediate and general rates is also 
provided for, and the treaty is a contract thet the 
spread shallve preserved. 

THE COMMISSIONER: Yes, I know, but the article 
you read to me has nothing, it seems to me, if I unde 
stood it correctly, thet the British delegates could 
have objected to, The Government of Canada helds 
itself free to give them greater protection, 

HA. KELLOCK: Yes, so long as the spread is main- 
tained, 

THE COMMISSIONUR: They won't give them any less 
and they mey give them mores 

MR. KELLOCK: they bind themselyes not to give. 
any less and they may give more. 

THE COMMISSIONER: And hold themselves free to 
give them mores 

MR. KELLOCK: As a matter of faet, they did give 
them more in subsequent years, as we will see, but 
the spread is there, and that is the basis for my 
contention, my lord, set out in parmgraph tro, that 
the rates provided -- 1 should perhaps say the intere 
mediate and general rates -- 1 submit they are not 
Yor the protection of home industries only but are 
also established -- 


THE COMMISSIONER: They do work out that way, but 


_ you are only involving the question. As a matter 
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of fact, here the Government is treating with three 


different units, three different sets of tariff rates 
one for the world at large, the general; a second one 
for favoured nations, the intermediate, and the third 
one for the British. That is the cheapest one. 
That is what it is. Of course one is protected 
against the other. You might say those who enjoy 
the intermediate rates are protected by the ceneral 
rate against others, § You are only defining when yo 
try to put it that way. 
“MR. KELLOCK: Is there not something in my cone 
tention when I say -- 

THE COMMISSIONER: I say it is a fact that those 
who enjoy the British colony figure are protected 
against intermediate and gemetal competition, but 
likewise those who come under intermediate tariff 
are protected acainst general conpetiition. 

MR. KELLOCK: Right 

THE COMMISSICNER: So it is only refinement 
to set it out, Those things follow naturally. 

MR. KELLOCK: Except this, my lord, and this is 
the aspect I have in mind,and that is my friend 
cannot say that the intermediate rate and general 
rate which produced this price is there simply on 
my aecount. it is also there on account of -- 

THE COMMISSIONER: Well, that argument is not 
one bit stronger than the one that the intermediate |. 
rate is there on account of -- what are they -- the. 
United States, France and so on, to help them out 


as against the poor nations that have to go into 
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7 ee outer darkness of the third regione 
WR. KELLOCK: Except in the case of Great Bri tai n= 
THE COMMISSIONER: Those things are true. They 
are facts. Nations which come under the intermediate 
rate have a preference over those under the general 
ratee | 
MRe KELLOCK: Yese | 
. $THE COMMISSIONER: Surely they oon, and those 
under the British rate have 4 preference over the 
10 — ethers... Now, we know that. What is the use 
of trying to bring out. some principle? 
MR, KELLOCK;.It does occur tc me -= 
THE. COMMISSIONER: But the whole three though 
are meant to give pro tection in varying degrees to 
15 the Ganadian industrye 
WR. KELLOCK: Quite right; I do not dispute that 
at all, Sli I do call attention to is this is 
the subject matter of a treaty, this spread. This 
spread is designed -- 
a TUE COMMISSIONER: They are all subject matters 
of treaties. Those that come within the intermedi a 
rate got there by virtue of treati eS» 
MR. KELLOCK: Yes, but that is subject to change 
mv at any time, This was a treaty which was to 
ii operate for -- 
THE COMMISGIGNER: Well, for three or four or 
five yearse | . 


MR...KELLOCK: Five years; 1% expires sonic time 
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THE COMMISSIONER; There is no use complicating 
the situation, You have three different classes 
of countries made more or less favourable according 
to the elasses, and in the whole three classes the 
design is to protect Cenadian industry, less azainst 
British producers than agsinst the otherg,less 
against intermediate countries than against the othe 
Ones 

MR. KELLOCK: I go on to say, my lord, in the 
second sentence in paragraph two -- 

"This Canadian policy of giving a preference to 

British goods was established about forty years 

AZO. So far as the textile schedules in the 

present Canadian customs tariffs are concerned 

the effective rates, generally speaking, are the 

British Preferential rates, the spread: between 

these rates and the intermediate or treaty rates 

being the customs tariff protection given the 

British manufacturer for his exports to the 

Canadian market as against foreign countries, 

This spread to be effective as against experts f 

foreign countries mist-be in excess of an amount 

which equalizes the landed costs of goods from 

Great Britain and similar goods from foreign 

countries". 


THE COM\ISSIONER: That is to say you would justi 


i am using that word in s loose way -- the exelusion 
of American cotton so as to give a preference to the 


30 | British producers 
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MR. KELLOCK: That is part of the consideration 
he got in the treaty, I go on to say, my lord -- 
"The intermediate or treaty rates in the Canadian 
tariff are, therefore, not necessarily an 


5 equalization of the cost of vroduction in Canada 


and the landed costs of goods fron foreign 
countries", 
because on the basis of article 11 that is the situation 


as between Great Oritain and Canada, and if Great 


10 Britain is to be given a preference then these other 
rates must be higher, 
THE COMMISSIONER: Well, must be exclusive, 
would you say? 
MR. KULLOCK: No, I do not say that. My lord, 
15 


I intended to say in commection with my opening 


paragraph there, where I deal with the necessity 


for duties in view of all these conditions, I just 
wanted to call your lordshino's attention again to 
article nine. Your lordship has a note of it before 
sa on a number of occasions, but my point is that that 
article recognizes a difference between -- article 
ll recognizes a difference -- 
THE COMMISSIONER: Not article nine? 
= MR. KELLOCK: No, article 11, I am sorry. 
THE COMMISSIONER: Where do you refer to article 
ll, in the first paragraph? 


MR. KELLOCK : In connection with paragraph one 


ra 
¥ 


I should have referred your lordship to artiele 11 


30 which says-- 
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+ His Majesty's Government in Canada undertake 
that during the eurreney of this Agreement the 
tariff shall be based on the principle tha 
protective duties shall not exceed such a level 
as will give United Kingdom producers full 
epportunity of reasonable competition on the 
basis of the relative cost of economicel and 
efficicnt production, provided that in the 


application of such principle special consider= 
10 


ation may be given to the case of industries not 
fully established", 
That recognizes that in the case of industries not 
fully established, which one might cali infant 
iB | industries, if you like, there is to be some more 
consideration == 
THE COMMISSIONER: That is a question I was askin 
the other day. When does an infant e¢ease to be an 


infant? 


20 MR. KELLOCK: I don't know. The language is 
here - "industries not fully established", and the 
treaty recognizes that such industries should not be 
put merely on the basis of competition on the basis 

29 . MR, MeRVER; And these people build up some reserves. 

WR, KELLOCK; An industry that is fully establish 
then it is to be put, as between Great Britain and 

Canada, on the basis of reasonable conpetion having 


regard to relative costs of productions 


| of the exact relative cost of production. 
30 

| 

| 


ediitbibacn abaned ak #neazr10¥00 e"weetey elk ae 3; | 
eng tnecmorad ait to veers ods aateus teas S| 
tdt elqiontsq etd a0 fbessd ed ‘Lede Tuned 
Level 2 foe beeoxe tan Linde eels ov izocs ota 
ify? Srewrhyrg mo baat bos tors ovis ILiw as 
ent no moltitoqmos sldamnsoy 40 Winstroqgo. 
fas Fatinamese to tees OY 3t ako edt to aieed 
ents mt tadt bob tvore mo Rtouborg | tnototte | 
~teb tacos Iatoeqe ofgtontzg Jove to so itsetiage i 
ton esixtaubai te saso add ot covis ae! hae | aoktn 
+"hoite ideas xilut 
ton eeitteuhat to seve odd of t add aesingosoz fait 
tustat Lise *ipin ane tioltdw sbotelidstao ete? 
Strom eaioe od ‘ot et etedt <oatk Oy, tz 129 Dad aubot 
~ - Ro btereh tance 
tifes eaw I pibeies a at tod? : : SEMOTER TABOO su? 7 
ts od of wane Snstai us osob met sab como 0M 
ai egeunasl of? , sword $05 T :200aiEx sm its 
ede bas 1 "bedalidases Uliet fom eottveubal* - ered ‘¢ 
ad ton blveda sotztaniat fore Saat 2 aos tmgooer toon? 
&iead edt so ont Htoqmoe to a teed ats = oton tee . 
,woltenborq t0 3209 ovitater ‘tome 0 edt to 
Bex amod gr ELind elvoeg ceodd Baa :AURON ce | 
eifdates ¥fLurt at godt Yavbat we 100nnSH 
fom what br deord meews od ea sto o¢ of et Te ol 


aa ived eesitings eldenossex to" nines og 20 -sbemted 


tig Sse VIRG eae .2 
bs sto tt ouborg to 2deoo ovite lez of Lay . 
, ‘aii oe Peary 
ox af lets ” ae ¥ Tas = 4 ‘ 
* i eee ae 
-* « fof _ 
= ye i. ae 1 fie Pe 

ea 1 . a ‘> P 

Mie aie £ ie pt 

— we M ad <a s is a 


\ 
ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


_, TORONTO - CANADA , + 6 9 2 A 


THE COMMISSIONGR: Is the textile industry one 


of those that still requires sone nursing? 


MA. KLLLOCK:; No, I say the textile industry, 
my lord, is fully established. All I am struggling 
for, my lord, is that we may continue to exist . 
Paragraph three, my lord $- before I go on to that, 
my lord, t have taken from exhibit 1324 a table whic 
shows, in the first place, the average ad valorem 4u 


rate on dutiable imports, and in the next column the 
10 


average ad valorem duty rate on total importse 

Tie COMMISSIONER: Yes, I see, That is a user 
thing to have. vie better make it an exhibite 

MR. MeRUER: Does dutiable imports mean dutiabl 


15 from Great britain or dutiable from other countries? 


Tine COMMISSIONER; This doesn't refer to &reat 
Britain, does it? | 

WR, KELLOCK: It is not limited to Great Britai 

THE COMMISSIONER: You have not prepared one fo 


20 Great Britain? 


MR. KELLOCK: No, but we can, 
THE COMMISSIONER; Yes, because the question wa 
raised the other day principally about british impor 
tations. §§§ However, I am glad to have this. We wil 

2% | make this exhibit 1542, 
EXMIBIT NOg 1342: Average ad valorem duty rat 
| on dutiable imports and to 

imports. 

MR; MeRUWR: So that we may understand it the 
average is taken to be the average rate irrespecti 


30 , 
of the volume? 
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MR. KELLOCK: No, I don't think that is right. 

MR: MeRUER: Do you take the volume of each +- 

MR. KELLOCK: My friend, Mr. Berry, says we wéul 
not do it like that. I will find out how it was dond,. 

5 MR. MORUER: That is the way the Canadian 
Manufacturers Association did it in their publication 
to the public, Let us seé how it 1s worked out. 

MR. KELLOCK: It is taken from exhibit 1324, as 
it is stated. | 

10 THE COMMISSIONER: Taken from where? 

MA. KELLOCK: Bxhibit 1524, as it states, my lord, 
at the upper left hand corner, and what was done was 
to take the duties, the value of the duties in dollar 
and ¢énts was given, and compare them to the value of 
the imports, to the dutiable imports in the one case 
and the total imports in the other. I did not take 
the rates of duty and add them tozsether and divide 
by six. 

MR, MCRUER: ‘You would take the duties of all 
different categories, intermediate -- 

UR. KELLOCK: What the exhibit shows, all the 
duties. 

MR. MGRUER: You would mix the rates applicable 
5 from Great Britain with -- 

THE COMMISSIONER: I understand we are to have 
a@ separate sheet about Great Britaine 

MR. KELLOCK: Yes, my lords 

SECRETARY WHITELEY: The only error that occurs 


30 * at times is during the period of fixed valuations; isn't 
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You do not take the invoice value; you take the fixed 


L6926 
that correct? 
MR. HALLAM: Yes, but thet will inelude that. 


MR,MCRUER: It doesn't include dumping duties. 


SECRETARY WHITELEY: It is based on a rate other 
than the inyoiee rate. The duty is lower than it 
actually is on the invoice value, 

THE COMMISSIONER: It leoks lower. 

SECRETARY WHITELSY: The rate as set forth. 

THE COMMISSIONER: The rate itself is lowers 
The effect on the invoice is hicher,. 

SECRETARY WHITELEY: This dees not represent 
the rate of duty on the invoice, 


MR. KELLOCK: Thet is the case in exhibit 1324, 


value, 

SECRETARY WHITELEY: It applies to both exhibits. 
this one and the one from which it is taken, 

MR, KELLOCK: All I am doing is figuring out on | 
the weaka of the exhibit, There are no other figeures 
that I know of, | 

THE COMMIT SSIONER: Well, we know whet it is and 
where it is from, | | 

MR, KELLOCK: My low, in 1929 the average rate 
on the dutiable imports -- 

THE COMMISSIONER; You ean come back to that 
laters | 
~- The Commi ssion adjourned for a short recess, 
~— On enindeilatins 


MR. MeRUER; My lord, before my friend goes on t 
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deal with the question of teriff I think that we 


should put in the Statements that your lordship asked 
for in regard to the duties colleeted on goods over a 
period of years, and Mr, Hooper has prepared an 
exhibit with his charatteri stie care, 

THE COMMISSIONER: Is this all one exhibit? 

MR. MeRUER; Yes, my lol, 

THE COMMISSIONER: 1343, 


BARIBIT NO. 1543; Import duties collectea 1907 
1937. 


3) “9 MR. MCRUER:; It deals with different classes 
of textiles, and he has classified then under the 
verious tariff items in different columns, and shows 
the customs duties collected under each item, and 
‘ the percentage that each item bears to one another. 
Take, for instanee, in the second column, these are 
the totals of the goods enumerated in ¢olumns eicht 
to twenty-five. That, your lordship will see, comprise 
yarns and woven fabrics, socks and stockings, ribbons, 
¢}- 20 blenkets and so on, Now, commencing ti 1908, for 
instance, the total customs duties collected on all 
these goods amounted to $9,628,000. 
THE COMMISSIONER: Where do I find that? 
MR. MeRUVER: In colum two, in 1908, 
25 THE COMMISSIONER: Yes, I see, Those are million 
MR, MeRUER; They are in thousands -~ the thousan 
are omitted, and they rose in 1920 to a high point, 
and in 1929 to 921,499,000 and in 1936 they emounted 
to $8,276,000. Now, your lordship will see all texti 


v > 30 


and manufactures thereof are in column foure 
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THE COMMISSIONER: You just said thousand; that 
should be million. 

MR. MCRUER: Yes, $8,276,000. 

MR, KELLOCK: I wonder if my friend-ean tell 
me why the difference between this and exhibit 1342, 
For instance, take the year 1929=- 

! THE COMME Sst ONER: Show me 1342, 

MR. KELLOCK; Exhibit 1324, my lord. Take 
the year 1929, and on this last exhibit the figure 
is $21,499,000, and on 1324 for 1929 the figure is 
$51,989,000, | 
THE COMMISSIONER: You say on 1324; you said 1g 

MRe KELLOCK: I am sorry, 1524, my lord, 

MR. MCRUER; Let me have 1324 ana we will see 
what it ve What is it you are talking oie tt 

MR. KELLOCK: Take the figure of duty collected 
as wean by 1324.4 

MR. MeRUER: What year? 

MWR. KELLOCK: In the year 1929; you see that 
figure of $31,989,000? | 

MR. MGRUER: Ye Sa, 

MR, KELLOCK; Then, if you go to this last 
exhibit -- 

MR. MeRVER: It is just the same. Look at 
eolumn Pee: You will find it is exactly the sare 
figure, 

MR. KELLOCK; : see what you meron, alright, I 
was looking at the first column and that is only pat 


of the duties, 
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MR. M¢RUER: Thet Just deals with those goods 
enumerated in columns eight to twenty-five. They 


are specified there, 


\ THE COMMISSIONER: On those goods, only from eig 
to twenty-five, the amount collected in 1929 was 
$21,499,000. 

MR. MCRUER; Yos, 
THE CCMMISSIONSR: That is not exhaustive of 
textiles? 

#3 ” MR. MCRUER: That is not exhaustive of textile s. 

Column four is exhaustive of all textiles and manufacture 

thereof. That is $31,989,000 for the year, 

THE COMMISSIONIR: Yes, the first column jus t 

i elves the year, yes. Column four, 951,989,000 for 

all textiles and manufactures thereof and last year 
that figure was $11,890,000, 
MRs MeRUPR: Now, your lordship, column six give 
all goods. ! 
¢) 20 THE COMMISSIONER: There again 1929 was the peak 
wasn’t it? 
MR. MeRUER: It was $200,000,000,. 
THE COMMISSIONER: That is the biggest year. 
MRy MeRUTR: The biggest year, Next to it was 
25 1921, apparently, $197,000,000, 
ASSISTANT SHORUTARY RENE: 1930, 
MR, MeRUER; Yes, 1930 was next, 
THE COMMISSIONER: $199,000,000 5 
“MN. MCRUGR: Yes, it was pretty close. ‘Those ar 
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the three big years. 
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ne TEE COMMISSIGNER: That went down last year to 
882,784,000. | 
MR. MeRUER: Yes, my lord. 
MR. KELLOCK: The percentage unde: column five, 
5 || my lord, stands up throughout those VY Cares 
THE COMMISSIONER: Pardon? 
MR. KELLOCK: The percentage in column five sta 
up from 1950 on fairly consis tently. ‘That is the 


percentage of duties paid on textiles as compared 


iS a4 to total duties palds 
MR. MeRUER: No; if your lordship will notice, 
in 1920 one-fifth of the total revenue from imports 
i came fron textiles. 
4 WR. KELLOCK: What year? 
WR. MeRUCR! In 1920. 
THE COMMISSIONER: 1920? 
MA. MeRUER: Yese 
{HE COMMISSIONER: Textiles produced 955,694,000 
ip ae . MR. MCRUER: Or take 1921, it was 21.5%. They 
produced $42,000,000 whereas in 1936 it was dow to 
14.3% and in 1935 it was 15,8% of the share of the 
total revenucs 
wR. KELLOCK: Take the period from 1950 to the 
25 end of the sheet and it is fairly uniform. 
MR. MeRUER: Oh well, that may be true, uniforml 
Low» 
‘ WR. KELLOCK: Even 1929; 1929 would be mostly 
the calendar year 1928, 
‘) 30 


WR. MeRUER: But it shows that from 1920 on down 
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the percentage of duties collected in regard to 
textiles to all duties collected has been diminishing, 
MR. KELLOCK: No, it went up in 1921 and 1922, 


MR. MCRUER: I said from 1920 -- well, from 192] 


on down. We do not need to worry about the preeise 
year; over the period there has been a diminution 
of the emount of duties collected from textiles 
&S compared with duties collected fren ali sources. 
MR, KELLOCK; 1925 was almost the same as 1921], 
MR. MeRUER: If it Aad amounted to 20% in 19586 
we would ‘have had about $5,000,000 more. Of eoursd, 
on the other hand revenue is less than half, bya 
good bit, than it was in the year 1929. 
MR, KELLOCK: The.deller value has gone down too 


Mis M@RUER: Iam talking about revenue. 


(page 16935 follows) 
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WR, KELLOCK; I don't know - does this wxhibit 

include excise tax? | 
MR. MeRVER:; Noe 

THE COMMISSIONER: This is just custom, 

WR, HOOPER: This is Customs Duties, my lord, and 
Ghat does not inelude excise tax --- 

MR. KELLUCK; Does it include ‘iboats Gumping 
duty? 

MR. HOOPER: No, does not include currency 

dumptig dutye 

THE COMMISSIONER: This is just the ad valorem 
and specific duty. 

MR. KELLOCK: My lord, I was just calling your 
attention to Exhibit 1342 which had been filed, 

THE COMMISSIONER: This last one ? 

wR. KELLOCK: Yes, my lord, The first column 
Shows the "Average ad valorem duty rate on dutiable 
imports,” and the next column, “Average ad valorem 
ditty rate on total imports," and the next column 
"Percentage of duty-free imports,” In 1929 the 
fate on dutiable imports was 24.54 and on the total 
import 15.45%, the percentage of duty-free imports 
being 37%. | In 1930 the rate on dutiable import 
was 25%, on the total import 16.3 % and the percentage 
of duty-free imports 35%. In 1931 the rate on 


dutiable import was 27.8%, on total imports 15.7% 


< ; 


and the percentage of duty-free import, 33%. In 


1952 the rate on dutiable import was 35.9%, on total 


j 7 “Aaa Se +s 51a" . CART) 


; oe: TROTESE 7) 
, if. a ‘ d 2 : é oti fy AGAUAD, TUOR , m 
: : 4 d s Ssesl | My . 25 ee | ‘ a Bash. Say OHe- or : RE, 


x ‘a éidxs ald? aeob - woad ¢'sob t Pee 7 } ' ——_ 


) ou mam | 
| ry -soda0 ‘den, et eter “iauwiteenewo sar. © | | : a 
ps0 ios ve _selseg anovaud ot atwr “seeaooi mes | a “ 4 
i | 3 =— xed ‘cakess obvieat ton ased tad | | i 

f 


an iquasd yoaeriwes sina het 006 ROO.LIaA | a 


ea a | fytae 
| _ Ysasrreo ehv lout la see ou :RISOOK o ss 
} metolay be eit souk ef eter saps nse me ; ~ ; = 
Pa oe pibeoge bas -_ 
| | woy gailise geul ase I biol Xx AICLIEN i | is 
 sbellt seed bed sabes Set # td axe ot aoltusiie r | a 
feno teal sid? :HsKOTGEINMOD TAT er a 
iemnties tori eat sbsol yr ,s0 HOOLTAN «FM | | 2 
eidsigud se eter ve mexrolsy bs egetevAa™ end aveds | $i: 
motolev Bs ep szevan anaes: i xen edt bas * atrogat bs ' a 
curloo doa oid Sue *,st1oget Ledot ao eden ati ie 
oat @29f al + ".atrogak sert-ytub to egstacoset" - | ‘ . 


faves edt so bas R6eba nan Senne See oe | _. a ye 

| etroqnt sete dans te o2.8t n90%8G edi ARs troget | 
“apg eldsisus ao etes edt eues at = ote gated 
rest AYO TG eid bus 8.8L tuegat tarot nt = RUS esw 
no ote off iter at ret nae 


by ve oe 4 


aT 6t. af r0qmt sates a” odode 


a -388 ,fr0gat ovat em o eyed on re el Bi 
 Eetod. 20 (20.28 ane Pe kA. Bigs oie: 


Ba 


ROBT. BRYDIE 
; JA CHARTERED STENOGRAPHIC 
REPORTER 


16936 


TORONTO = CANADA 


imperts 22 44% sil ihe bercentase of duty-free impor’ 
Commenced to rise and goes up to 38%. In 1933 
the rate on dutiable import was 33.7%, on total 
import 18.2% and the percentage of duty-free imports 
goes up to 46%, 

MR. MeRUER: I want to see if I understand that, 
in making up thet Statement do you include the 
imports from Great Britain as dutiable where they 
are dutiable under the intermediate or general but 
feee from Great Britain. 

WR. KELLOCK: I am not sure that I follow you, 

MR. MCRUER; where there are goods that come in 
from Great Britain under the British Preference 
free but they are dutiable under the intermediate 
Or general tariff, do you inelude them as dutiable? 


WR. KELLOCK; I do not understand thate 


“WR. MeRUER: It is quite clear, 


THE COMMISSIONER: Yes, you take the same article, 


for instance cames in free from Great Britain but it 
is dutiable under the intermediate and SSHeral tariff .. 
Mr. MeRuer wants te know how you count it here - 

25 is it free or dutiable? I think you took every- 
thing that came in and if it is free you put it in 
one ecolumm and if it is dutiable you put it in another, 


MRe McRUER: That is the case but if there are 


importations fran Great Britain, we will say, of 
\ 30 ; 
| cotton yarns - that is free from Great Britain but 


atrognt babs cae sini cert | 
seet at Lise of qn 80g banesty 08 beoseanee 
Istet n0 GNAEE sow toga eldatsuh a0. stox ost 
“shroge od shar enolate eh eI 
{eohtns 4 oth ROP Ot Genes 


todt bnateteday I TY ese at suse Lo ASD ROM 2 Kc 
“" ‘edt eby Dont voy of saome sage fads. ear gubsion aT 
yout suedw eldattsd 2s ats iad t2e00 work atteqat I . | 
tud Isreneg to efsltbearret nt dz xebas eldabtub ere | or | 
.woy volfot £ yas orus 260 mo LT 1 R00LIEE . fe 1 _ - a 
at ewoe Jedd aboog eis evedd ered aUGON SOE | 
extoretext detthid edd ‘to has mbas bai suomd work | 
eiathemretal edy reba aléateah 920 yout dud eest | ¥ 
toldettsd as met? ebutonl voy ob (Etaed fowaty 10 | 
stat? banterebas don 00 T ROK | 
vusefs etiny ei 31 earns a8 ae 
,eleltas ame ort eles pare ney TMT e TOD STE i € i vy 
oh dud alet Pe Yser mort vext at wero couse ck wot | be 
sTiitsd Indep dus essibemsant wt <onmw obdedtuh " : | 
= etad $f Fuu0o voy vou wont of ade ‘rouieit al 
~yieve xeod voy talus x - Petdatiia se sort that | 
at vt tug wey gorxt et o8 3 Bae at piacueal | 
sedisons ul $2 tog voy éidstous of #2 th ew atten O° 
ers etedd tt 494 ‘9889 me Od 
cs mp ocentoast : “tee sot? anolve: 


Pall, 


: re 
hs ws 


a“ age ied ae 


yO RT ROBT. ‘B RY DIE 
Ave o jf CHARTERED. ‘STENOGRAPHIC 


in REPORTER 16937 


20N° v CANADA 
+ omy TORONTO "yok 


a 


ARTE R 


dutiable from another country - you include that as 
a free article, not as a dutiable one, 

” MR. KELLOCK: The imports that come from Great 
Britain ee in the outside column, The imports 


that come from another country are in the other two 


| 
| 
| 
| 


columns, | | | ! 
THE COMMISSIONER: What do you mean by that? 
The outside column is: "Percentage of duty-free 
imports." 
MR. KELLOCK: To the total, 
THE COMMISSIONER: There are free imports from 
other countries besides from British Dominions, 
MR. KELLOCK: They would also be in the outside 
columns. 
rs COMMISSIONER: No nd tter where 1% cate from. 
“MR. KELLOCK: Yes. 
MR. MeRUER: fo arrive at 25% as the average - 
“now, there must be a volume of articles, say 100,000 
yards, | 
MR. KELLOCK: It is not 100,000 yards, itis 
dollars, ie | 
MRe MORUER: If you are going to arrive at the 
a i percentage of dutiable imports you have to have 
regard to the volume. 
WHE COMMISSIONER: This must be based on duties 


paid, 


MR. KELLOCK; ‘Yes, my lord. ‘This is dollars, 


) "" WR. MeRUBR: You may import cotton and say that 
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is a dutiable import but it comes from mngland free, 
but from the United States--- 
MR. KELLOCK: Yes, that is only confusing. 
MR. MeRUER: The reasen I ask that is because 
in making up their average duty on eotten the 
Canadien Manufacturers Association did it in the way 
i suggest and I want te know whether this is in the 
Same way or different way, 
y 10 | MR. KELLOCK: . They are not my clients, 
MR. MCRUER;..I em not blaming you at all. 
MR. KELLOCK; 1 am teking Exhibit 1442 --- 
MR. MeRUZR:. Mr, Berry has explained how it is 
Gone» All right. 

e bike KELLOCK: . in 1935 the duty rate on dutiable 
imports was. 3347, on total import 1842 and percentaze 
of Sabedingt imports, 46%. In 1934 the rate 
on dutiable imports was S244, on total imports 14.6 

20 end the percentage of duty-free imports was up to 
55%- In 1935 the rate on dutmble imports was 31,8, 
an total imports 1493 and the percentage of duty- 
free imports was 554, In 1936 the rate on 

we dutiable imports was 50«8, on total imports 15.2 
and .on percentage of duty-free imports was 57%. 

As I point out there; 
"The average ad valorem duty on all textile 
imports was lower in 1956 than in 1229 or 

od 1930¢ 


The average ad valorem duty on dutiable 
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textile imports rose from 25% in 1930 to 30 28% 
in 1936, 

During the period 1929 - 1936 there has 


been & transfer of goods formerly dutiable to 


; 5 the free list, This accounts for the increase 
in the average rate of cuty payable on goods 
Still dutiable from 25% in 1930 to 308% in 
19564 7 
; 10 in 1950 there was only 35% of imports on | 
the free list. | 
in 1956 this had increased to 57%, 
The result is that the inerease in the averag¢ 
rate from 25% to 30.48% between 1930 and 1936 
3 is more than compensated for by the inerease 
in goods admitted free of duty from 35% to 574. * 
MRe MCRUER: Might I just inter ject. This is another | 
of those percentage calculations that you can read . 
20 to make something of which is not the correct picture. 
When you raise duties on the dutiable imports you 
decrease the import of dutiable zoods and therefore : 
| the percentage of free goods is raised, If importin 
45 @ million dollars of dutiable goods and a million 
dollars of free goods sand raise the duty on the 
dutiable goods it is reduced to 150,000 and then you 
|have increased the percentage of free goods, 
MRe KELLOCK; Is my friend suggesting there was 
30 | 


not ae transfer of goods from the dutiable list to the 
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15. 


20 


30, 


i has been & heavy transfer-- 


| the higher you raise the tariff on dutiable goods 


) and --- 
i $130, 000,000, whereas in 1936 they were $58,000,000. 
| entirely due--~ 


were 57% of $38,000,000 in 1956? 


| 37% of that, 
| and free, 


. according to this figure. 


“Amports were 8a 


‘free we 


‘MR. MeRUER: No, I am talking about the volume 


i of goods oanttiix in, 


i 


UR. KELLOCK: what I am saying im this is that ther 


THE COMMISSIONGR: what you are pointing out, 


MR. MERCER: The dutiable goods Asi 1929 were 
MR. KELLOCK: My friend cannot sey that is 

THE COMMISSIONER: So that the free entries 
LR. McRUER: Yes, 

THE COMMISSIONSR: What was the figure in 1950? 


MR. MORUER: $130,000,000 in 1929, 


THE COMMISSICNER: The free antries then were 


SECRE STARY | "RITELEY: There are some of the dutiabl¢ 


THE COMMISSIONER: The free was 37% of that, 
MRe McRUER: The dutiable imports in 1929 were 
_ 4130, O00, 0005 ‘The free imports were $76,000,000. 


THE COMMISSIONER: According to this the free 


Ry MoRUR: That would be 37% of S150, 000,000 


. Se 


: 
f 
i 


: 
| 
| 


a 


rn, 


| ste ‘g ia ‘ | ene Oh we | voltae higtaeede” a” 
aantey oat ied aaidiet » me x i Sou mn = a 
gat galmoe epoas 20 | 
ond tsdd at ‘eh ? ‘ml t gals “nek tome TaDOLIA «5 +d 
Pe eit ©" Loeenauone raed # ned « east a 
Tre ; 


iso i + of ors uOX vieteae sonrmpsnerirrsrnte a3 


Fn lS A AO 
Se ee 
s 3 
gee : : a 


mcm ge nn ol i a te 


a 


hoop oideltys 0 “vues ent ealer oy , Teds oss | 


— Z| 


or oe 


orew engl py: adeog aida teak out isos id 


Po theese 


000,000 ,88@ eto7 vesis aeel at anersity 1000,000, oBle | 


og Sa ET 


al sari 0 tenase boats? vi oom “th 


| Senoub tlonttae | , 


; 
¢ 

Pn | 
: 
i 
a U 
‘ 


eetsi ne oor end tadt od at and seio9 aan , 
roued at 0004000488 to ae orar 1a 
eer. oo oar) | | 
eowes ak ens i% eit ane tna, sneuoTee TiBi0o cd 
|  eeal wh 000090, ont MAHON 7a 


a igen ag Pe fer yA gpencinh ny : UH OTAETAAOO ar 


“stadt be ave | 


r . f st 


Atdatewb odd to suoe exe oxed? TEA RATAN 


tw 
ik 


ihe 


seer oa | 
“tia te ate eLw “goxk oat inane Tec T3a29 oer 


Lc SS | 
ee ve Mya Wi mo wa 
, 2 21 ; ve o 

j 5 { * “ , } f a y oe td : 


; ! “smal? alas or gutinvoss Bio bas 
auc * ae ¢9) die ha i M Ris 
 etew eset af ed'racuet aisatavd ‘oat _sAEUIOM sit Bak al 


gt ght ros a filaks 


"000,000,088 oe" ersogal eort nate, Ps icigicee 
1 paralbitee anid 4 ere rm ae 1 


Wovisiegh elit elas on 1 pulbrooe SAEMOD VE INKS | oT . pes eet 


ad + 


é 2 ee 


Lopnge 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


, TORONTO - _ CANADA 16941 


. plus $76,000,000 and in 1930 the dutiable imports wer 
#121,000,000 and the free imports $64,000,000, but 
in 1951 the dutiable imports had droped fron ~L2}, 000,000 
to $87,000, 0004 The free imports had dropped in the 
; same time to 42,000,000. 
TRE COMMISSIONER; Where is thet? 
J WRe MCRUER: In Exhibit 1324, 
THE COMMISSIGNER: What was the Guty paid last year? 
, 10 is that fiscal year or calendar ans 
MR. McRU ER: Fiseal year, 
Ti COMMISSIONER: Fiscal year, 1936 means the 3ls 
of last March? 
MR. KELLOCK: Yess 
15 
THE COMMISSICNER: What was the duty paid on textiles — 
during that year? | 
total 
HR. MeRUER: The/duty collected was $11,889,000. 
THE COMMISSIONER: As against what in 1929? 
20 MR, MeRUER: $51,989,000» | 
THE COMMISSIGNER: What. I méant to ask you, was 
the volume imported, : 
| MR, McRUER:; The volume imported in 1936, was 
* $38,575,000 of dutiable imports and $51,238,000 of 
free imports, 
THE COMMIGSIONER: Now go back to 1929 and give 
me the same two figures, 
MR. MeRUER:; The total import in 1929 was dutiable 
} 30 


imports, #150,364,000 and free imports $76,074,000. 
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THE COMMISSIONER: That illustrates it, 
MR KELLOCK: There was a large inerease in the 
free list, in proportiai, 
MR. MeRUER: There was a large imerease in duties, 
MRe KALLOCK; $51,000,000 is a great deal higher 
percestage of the total, yes. Just bears cut may 
contention, Take 1956, $51,233,000 are free imports 
and is a good deal higher percentage of the total 
of that figure. than. the $76,000,000 is of the figure 
of 1929, 
Re MCRUER: Yes, you siut cut the others and these | 
free impprts are largely raw materiaks, 
MR. KELLOCK: 0h, no, that is not so, I don't 
Know what the percentage is, », Do you know what the 
percentage is? because there is quite a lot of manu- 
factured stuff that is on the deen Ahh 
in paragraph S, ay Lord, on page 1, 
"“fariffs on imports of textiles inte Canada 
are one aspect merely of the tariff situation, 
The industry itself has to use imported articles 
which are themselves subject to duty or has to 


buy such articles in Canada which would be dutiable 


if imported, and to pay sales tax (now 8%) on 
capital expenditures for machinery and buildings. 
instances are to be found of machinery, even of 

a class or Kind not made in Canada,which is dutiablb. 


Exhibit 596. shows that in fiscal year 1935, 
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the textile industry impprted into canada 
$3,065,283 worth of machinery of a class or kind 
not produced in Canada of which $2,368,451 came 


from foreign countries, and on which $250 5443405 


was paid in duty. in additim to this 64% 
Sales tax was paid on the duty paid value of the 
import which would amount to $197,623.58 and 3% 
excise tax on the duty-paid value of imports 

) ° from foreign countries, which would amount to 

$77,964,822. The duty, excise and sales tax 

paid by the Textile industry on machinery of a 

Glass or kind not made in Canada, therefore, 

15 | amounted to over $500,000. Various kinds of 
supplies used by the industry, are also dutiable 
when imported, such as chemicals, soaps, oils, 
etc," 

WR. MeRUER ; Exeuse me, what are the rates on those 
do vin know? I tried to get this from some of the 
| members of the Industry, I asked them what whey 
| paid in duties, | 
MR. KELLOCK: Are not they in the tariff? 
25 MR. MeRUER; I think the machinery is about 10% 


| |} but I was wondering on those oils and SOaDS. It is 


|| a matter of interests 
MR». KELLOCK: We will have to look it up;. 


"The wages, taxes, capital costs and other 


~— 


30 


costs of the industry are all inereased by reason 
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of the price-hevel established in Canada due to 
the various forms of assistance reels to other 
productive aaharnelehs. There is also the 
excise tax of o% Of all raw materials comins in 
from foreign countries, including raw cotton and 
raw silk, while there is no excise tax on manu- 
factured articles containing these en materials 
if imported from Great Britain. As oOin ted 
out in the evédence, this excise tax constitutes 
an initial disadvantage to the Canadian Industry 
in competing with importations from Great Britain, 
the excise tax on raw cotton imported into Canada 
in 1955 amounting to a sum in excess of $445,000, 
It might also be noted that in the case of all 
published British, Preferential ratea, over 15% 
ad valorem, or where such rates being a combinatio 
of ad valorem and specific comes to over 15% 
ad valorem, there is a 10% discount. 
Another element which must be remembered 
in considering ne sveteation which is afforded 
t he industry by dutges on importations of textiles 
is the drawbacks which avely to 4 number of these 
importations. Re-payments of duties by way 
of drayvacks on imported textiles used for further 
manufacture and exported from Canada amounted to 
about $460, 000 in fiscal year 19364 Exhibit 
881 alse shows that on Shme of the drawback 
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paid $125,740 in the same period, which is a 
further deduetion from the gross import duties 
eollected, sh | 

“Acéord ingly a recital of the rates of duty 
laid down in the Customs Tariff or a vomuputation 
as an ad valorem duty of such rates as applied 
to any given product is not 4 true measure of 
the protection afforded to the industry." 


10 || 
) | One has to take into consideration chat the Industry 


has to pay, and my friend in his argument only looks 
at the rate on the article which the industry produced 
and does not ‘anywhere refer to’what the industry has 
15 ||} to pay. 
The items in the tariff relating to impor- 
tations of textiles into Canada are somewhat 
varied and it is proposed to deal with them 


in connection with the particular sections of 


| Ks tne thaustry to whieh they refer,” 
And with regard to"cotton duties#--- [T should have 
said here the British Preferential rate only, ty Lord, 
THE COMMISSIONER; On the catton duties? 
| 


| ne WR, KELLOCK: ‘Yes, my lord, 

"The history of the tariff rates in effect 
at varlous dates on imports of cottons is shown 
in Exhibits 183, 507; 803, 604, 692, 893, 894, 

a ‘hese exhibits show that the present tariff rates 
affecting cotton goods are now lower than they hev 
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My friend in his -argument rether eritic¢ized that 


‘potection, 


) 10 


criticized your use of the word "average", It ils a. 
word that requires Gxamination. “You ‘take a period fr 


1697 40 °1936, that is 59 years, and the greeter part 


15 


first more than the half or tine second ore than the 
| half, and I understand thet is not what you mean ‘at 
all, 


together. 


= 20 


I have a statement to show exactly what I meant. 


with the five most important art items, 


25 


THE COMMISSIONER: ‘If I remember rightly’ he 


of the period, as first read, would wean either the 


wR. KELLOCK: No, I have taken the whole period. 


Perhaps I’might give it to your lordship. This deal 


16946 


been for the greatervpart of the period sinee 1897 


when these tariffs were first provideds For: examplp- 


the preferential tariff*rate on srey cotton 
fabries, was 81.9% in 1897-and is now 154, and thelr: 
rate on cotton yarn coerser. than 40's was.21.9% 


in1897 and isinow:l&iG—" 


‘You take a year here and there and add them 


WR. McRUER: This deals with yarn. 


WR. KELLOCK: it deals ‘with yarns and fabri¢s 


“dnd také the first colum which deals with yarns singlés 


| coarser than 40's, the first period is fron 1897 to 


he 


30 


period is from 1898 to 1900, two yeara, the rate was 


183%. “then from 1900 to 1906, 6 1/8 years, the rate} 


“1898, dod the rate was &9~ 2129%, Then the next 
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was 16 2/Srd %. Then from 1907 to 1922, 16 years, 


the rate was 173%. |= From 1922 to 1928, 6 years, 
the rate was 15%. Then from 1926 to 1930, two yearp, 
it was 10% and 124%, Then from 1930 to 1932, two 
years, it was 124% plus 3 cents, That, of course, 
would be less 10, my lord, In 1952 to 1936, 
4 years, it was 122 plus 2 cents less 10, 
And 1936, 124%. 
THE COMMISSIONER: The less 10 only starts at 15. 
MR. KELLOCK: ‘Yes, my lord, 
in order to prove that statement adding up the col 
of the years there is 39 and a half years involved, 
of which with regard to this particular article --- 
THE COMMISSION mR: Where is your figure 39,4? 
MR. KELLOCK; if your lordship adds my 374 opposite 
"higher", | 
THE COMMISSIONER: You have not done it yourself. 
MR. KELLOCK: I have it in my own copy. 
THE COMMISSIONER; All these years together amount 
to 394 years? ~ 
MR. KELLOCK: All the way down underneath these 
items, | 
THE COMMISSIONER: For iastance you have this 1i, 
2, 61/5, 16, &ce», and that you say amounts to 394. 


WR. KELLOCK; It comes to slightly over a half, 


my lord, 
THE COMMISSIONER: I did not mean to be pernickety 


about it but I thought you were mking an accurate 
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addition, but that 1s the column you mean? 
MR. KELLOCK: Yes, and in 37$ years the rate was 


higher. For two years it was the same, 


THE COMMISSIONER: Wheat is 1% you said in your Factup? 
: MR. KELLOCK: I say, my fera, "These exhibits show 
that the present tariff rates affecting cotton goods 
are now lower than they have been for the greater 
part of the period since 1897 when these tariffs 
) ié wore first provideds" 
| MR. MeRUER: Now, you are just dealing here with the 
British Preferential Tariff? 
UR. KELLOCK; That is all. 
MR. MeRUER: And of course the competition in thes 
Q yarns would come from the United States, would not the 
MR. KELLOCK: No, I do not agree with that at all, 
Theat is your ecntention, 4nd in taking that figur 
the number of years where duty rates are higher across/ the 
) a || page, adding the figures under each column fbr the 
years durin. which the rates are higher than at presen 
the total is 123, in order to get the results --- 
" MiRe uGRUER: You are averaging tiem together? 
MR KELLOCK: I don't averace them together, I am 


25 
adding them togethers 


MR. MeRUBR: Yoy cannot add grey goods. 

MR. KELLOCK: I am not adding grey goods, I am adding 

years. | 

30 | WR. MCRUER: There was not 123 years. 


MR. KELLOCK: I know there was note 
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MR. MCRUGR: It is an extraordinary way, 


WR. KELLOCK; You cm take the individual items 


and golng across the page, “Singles Coarser than 40's" 
were higher fow 374 years, “Ply Under 40's" were 
higher for 314. Cotton fabrics and grey goods they 
were higher for 15} years. Bleached higher for 
7% years and Coloured higher for 31$ years, They 
were the "Same” the number of years I have set acros 
the page end they were “Lower” the number of yeers 
I have set across the page, and if you want to get 
at a quick computation of the whole thing you simply 
add them togethers If you do not like the adding, 
why treat them separately. 

MR. MeRUER: I do not know what value you would ge 
out of adding thea together, 

MR. KELLOCK: It does show, I submit, that #& 
during the greater part of that time the rates were 
either the same or higher than the existing rates. 

WR. MeRUER: Take the "Coloured", 
MR. KELLOCK: In the case of yearns they never we 
lower than the present rate, 

WRe MeRVER: Take the Coloured, for instance, 
they are 223% now, they were higher from 1897 to 190p. 

MR. KELLOCK: There was only two years where thpy 
were lower than they @re now, 

I go on to say in paragraph 6; 

"The British preferential ad valorem cotton 


tariff rates set in 1928042" 


+¥SP yisnlbsestixe ne at #I see UROM a, a 


ated! Laubivibat ett glo? me vey :M00LIRX .m 
dob aadt teem09 Beizalen ug exit eaores galoy bas 
eter "a'08 toda far eiaeY Pay wor rosy Lif otew 
| yout aboog Yor bas sotudet Hosted +f 70%, testy Lit 
7 Tot tolgti betiosclS .eisey §8L s0% a oreW 
yon -aneey 45 tot tesdgid betwoled bas sisey 2° 
eros ten eved I sivey to — edd "emo" aa t erey 
Sissy To tedaua edd "tewo 7" oze¥ yous oa pasq ed? 
von OF Ptew BOY ti bas .egaq oft Sagres fos owed. I 
{yigmts Hoy guid? ehede ond to, soltstugroe dolsp s #8 
wOlSSs and ell toa ob soy TL eTould egod mods bba 
| | oVistataqas neds Poet ydw 
deg bLivow soy en Lov joay woad Tox O28 1 :HUASM . AM | 
steiteget mds pathbbs to tuo 
| a vede of Lindy + wwosie S005 IT , {AVOLIIA . AM | 
_ PFer Setar. out galt tadt to treq teteore odd gataud 
eGotet goligixe edt asd? tepid 10 ones ont seitie 
e"Dorwoloo” edd oxet :iiUMoM .m 
pe toven yodt eugey to anne ed? at, sxOLIGR 6am. 
| secet Faoagty Ost ods tewol 
e2oasdeact tot ,betuolo ott exalt AAA ake 
joel of VOL sort veuigid orow yout ~wou RUSS xs Your 
did exedy Otaey OW? Yino How exedT  :IOOIRAR MK 
< ony aROR SHR KOM? mtd tomot exoy fo 
q 0 qerge7g al yoo of a0 on a ~ Gi 
nott00 metosey, ba Pieoyten Pe saa on tee. ' ites 


% oh j - net 
{ 4 eo ’ re + Ne Y a 6, ch met re 
. Pe ee hee ee ac 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


_ TORONTO - CANADA 


\ 


16950 


THE ¢ OuMISSTONER: Qn those cotton duties I take 1 
now for granted there are no aeeete Le duties. 
“MR, KELLOCK: Not at present? 
THE C OMT. SSIONER: con aR coon the years. 
UR. KELLOCK: Yes, there WAS» Your lordship 
sees from 1950 to 1936 there sae specific duties, — 


the second last and third lest lines across the 


sheet. For instance, under the "Singles" coarser 


) 10 


15 


25 


30 


= 


than 40's" the rate was 123 plus 3¢. 
THE COMMISSIONER: That plus mesons weet tte duty? 
MR. KELLOCK: Yese , dust in those ten periods, 
MR e MOHUER: in your brief, though, you say the 


duties are lower than they have been. for the greater 


part of the period since 1897 but you reduce that now 


to the British hea teren hich. 
THE id rencgphonammtend eae is altogether yy 

with the “British Preferential, 

MR, McRUER; But the Brief does HOt Say SOs 

DUE GoWKISS TONER: He gerreeted it linyione age but 
perhaps you aia not hear. Mr. Kellock asked me 
awhile ago to i a in "British Preferential, 

UR, woh bert a0 that is a different tad 


SEBIBLS 1544: Table neo British Preferential 
~* Tariff, 1997 to 1936, 


MR, MeRUER? © Was there eny British Preference 
between 1367 and -+» - 


MRa KELLOCK: Yes; I have got a@ Budget Speech here 


.if yowywould Like to hear it, 
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MR. MCRUER: No, we will have a more up-to-date 
one to-day. Was there any difference in the tates 


on those itens under the British Preference? 


MR. KELLOCE: Yes, there was British Preference r 
It was initiated in 1897, 

MR. McRUER: I know on some things. Were they o 
those? 

MR. KELLOCK; Yes, these were British preferenti 
duties, 

"The British preferential ad valorem evtton 
tariff rates set in 1928, as a result of 
investigations by the Tariff Board, were increase 
in 1930 and specific duties added," 

MRe MeRUER:; That is not intended to be confusing I khow. 
THE COMMISSIONER: It is not the same tariff bohrda. 
7 MR, MecRUER: No. The increases in 1930 were no 
the result of the investigation by the Tariff Board, 
THE COMMISSIONER: No, quite the contrary. 
Mie MeNUER: It is the ones that were set in 1928, 
THE COMMISSIGNER: That is what I understand. The 
were set 4s 4 result of investigation by the Tariff 
Board, 
MR. KELLOCK: That is what I say. i say "were 
increased in 1930,* | 
"In September 1951 currency dumping duties 
were applied on imports from Great Britain. 
In April 1932 the excise tax was increased 
from 1% to 3%_ In 1952 as agreed on at the 
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duties were reducea by 33 1/34. There was also 


provided a special item admitting imports of 
cotton fabrics containing yerns of 1060's count or 
finer free from Great Britain, and in addition 
the preferential rates on cotton pile fabrics 
were drastically reduced to 15%, thereby leaving 
the market for cotton velveteens and corduroys to 
inglish mills and making Canadian competition 

on cotton velours very difficult. In May 1933 
the regulations on currency dumping duties made thqm 
Non-operative against British goods, In April 19: 
the excise tax on British _— was reduced from 
3% to 1g% and was removed entirely in Mareh 1935. 
In 1936 the wholly ad valorem preferential tariff 
recommended by the Tariff Board after an examin- 
ation of the British and Cancdian cotton indus- 
tries. were adopted end are now in effects oOne- 
helf of the present 36 cotton items are free 

of duty from Great Britian and a further 5 items 
are largely nominal and non-protective. The 
net preferential rates of tie main items are as 
follows; " 


* "Single yarn coarser than 40's - l@a% , 


Ply yarns, thread and twine, 15% 
Grey cloth, 15% 
Bleached cloth,. 18% 
Goloured cloth, 204% 
Pile fabrics, 15h" 
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ee) | And they were all set under the Ottawa Agreements, 
and the spread between them and the intermediate also 
fixed at the same time end the general: 
"The increases which have oceurred in Britis 
5 ' @otton sales 1: Canada from 1930-1935 make it 
apparent that the nigher 1955 tariff rates were 
not, in effect, ea higher tariff protection, ‘The 
emount cf ad valorem duty which would be colle cte 


s 


D, per vound of per yard would decrease with the 

: drop in raw cotton prices, which were 334 higher 
in 1929-1930 than in 19534-1955." 

MR. MecRUER: Is not it a fact that the cotton prices 


were lowered when these increases were put into effect 


15 


in September 1950 than they were in 1934 and 19357 
MR. KELLOCK: I sey that Exhibit says they were not 
and P think oo find that is correct, 
MR. MeRUGR: I think’ you will find you are wrong, 
) 20 that they were lower in September, 1930 than they were 
in 1934 and 1935. 
WR. KELLOCK: Now, Exhibit 618 shows that in 1929-- 
WR. MeRUER: September 1930, 
MR. KELLOGK: Let me take 1920, January 2nd, 
| . 1929, was 20010» In 1930 was 17,45 and the other 
period I mentioned --- 
MR. MeRUER: TI am mentioning September 1930, That 
is the one I am talking about, when the new duties--- 


i 30} Mr. KELLOCK: Let me finish what I started. In 


1954, 10,50 and in 1935 was 12q485.«, Now, taking the 


_sttnone aah evasto. ett ~<phehihes skis nabions a ps 
| ‘oals eo? akbomred ai edt bas matt neowied bootga ont bao | 


7 } | 1 Lorene ont Hae emis omes edd 3s best | 
| pete tua nt er ovat do iaw acnnetoat’ eate : | 
e tt ovis azet-oner mort sbsasd of aelss aottos 
| erey geter Tilasd G60f wwrigid esté tastt tnetaggs 


est .nolttvostom Tiitsd teigid a ,gookte al toa i ’ 
“apes aifos od Biuow doldy ytub, megoley ba to. tavema 
eit atin eanetoed bivow Stsy teg 20 faweg men a | 
stosig ta RES orew toltw ,seotse softos war, al qext th 

MM eGSRLeDERL at madd O8CL-enetat = || 


eecitg movioo ett tedd Tost » tk gon 4I <s8iVGoM . AM 


| noes Oofnt tue erew Hoag aio st eaadt sogdw herewol ee | 


hoee ere yods ayer ¢idiuxS god? ya L. sHOOLTN «AM 


i 
stoowie9 ef gadt batt, Lily uoy aAaind I daa 


4 
eBnotw ore woy batt Iitw woy Aakdt 7. gRAUKOM 4 fill | 


is 
| Stew yedr maddy osel ¢TedMed Gat ol tewol evew yeas teat 


| 
| 
| 
| | +8S0L bas aaes al | 
| ~aset at tedd avods O18 t1¢tcxi WOM. 12OQRAX». ve 
| wOGRL tedmatgqad | OH OM “9 fill ee 
Dak yueeest e@SeLl pone em tol Roos Atl | | tf 
1 | ‘todo ot One Shell saw OF8E ot . + giabiehe halal Ro | pm 
"| : aoe Senets age t potxog| . 9 
' F rem OeeL todmst gee galno ly aes me eae ore 2 a 
1 wo-@oldub ven edd ned sdebpeeht elles ae 


oe: sbottate I tadw deat 


ROBT. BRYDIE 
a 16904 
‘TORONTO  - CANADA 
. Ree | 27th of September, 1950, you Said. 

MR. McRUER; September, 1950, 

wR. KELLOCK: On the 27th of Sevtember 1% was 
10430 cents per pound, In 1934 on the same date it 

5 | was 12,65, and 1935 it was 10475. 

MR. MeRUER:. So that it was iower, it was just 
prectically the same. Give us Geptember i7th, 
that is the nearest date, 

; | MR. KELLOCK: September 1l’th it was ll cents and 
; . on 1954, the samedate, it was 15205» 1935 it was] 


10+B0x, That does not support your argument. 


THE COMMISSIONER: . we will adjourn now, 


15 

-- The Commission adjourned at 5 P,i7. to resume 

on Friday, February 26th, 1957, at 10050 A.M. 
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ROYAL COMMISSION ON THE TEXTIL@ INDUS TRY 
LOL SLE ELLEN NE TITER NT ae eae ate nlicanaitenciststhnttinncetimanaee 


HON, MR, JUSTICE W.F.A, TURGEGH, 


Commissioner, 
5 — 
4.5, Whiteley, Secretary, 
& as ae 
Appearance @ 8; 
10 
fe Beauregard, K.C. ) Commission Counsel, 
Rel. Kellock, K.C. For Primary Textile 
‘ tustitute. 


C.G. Heward, K.c¢. 


15 Aime Geoffrion, K.C. For Dominion textile 


ee eet Le ee 


and Company, 
C.T,. Ballantyne, 
3.G. Dixon, K.C. For Courtaulds Limited, 
LeAe Forsyth, K.C, For Canadian Celanese Ltd, 
| and Canadian Silk Produets 
Limitede 
)) 20 
4.5. Bruneau, K.C. For Canadian Cottons, 
Thos, Tremblay, K.c. ) 
and ) Yor’ ME. Binz Go, Lid. 
Je i. Hebert, ) 
Francois Lajoies, K,Cc. For Wabeasso Cotton Co, 
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Ottawa, Ontario, 
Friday, Feb. 26, 1937 


~- The ehineithan resumed at 10.30 A.M. 
MR. KELDOCK: My lord, I was dealing with peragrap 
7 on page 4 of Section Y, of my Factum just pricr to 
adjournment » My friend was challenging the second 
sentence in that paragraph where I say the amount of 
ad valorem duty whieh would be collie ected per pound or ger 
: yard would decrease with the drop in raw cotton prices 
j which were 33% higher in 1929 -1930 than in 1954-955, 
| Now, what is referred to there, my lord, is the er 
year in each case which ends on the Slat of July, and 
going to Exhibit 600 where that situation is set out 1 
2 detail the average of middling cotton spots prices in 
season 1929-30 were 1666 cents per pound, The follow 
year, 1950-31 they dropped to 10.38¢. The next year 1 
52 down to Gsd47« 1952-35 they started up and went 
) Sy to 7ao7? « 1955-54, 11.09¢ and 1934-35, 12e44¢7. So 
| that the statement is perfectly accurate couparing the 
1929-1930 season with the 1954-55 season, whatever the 
situation may have been on a particular day in Septemb 
of 1950, 
3 And I go on to say: 


"The Canadian Manufacturing cost is a relativ 


fined amount per pound or per yard higher than 
the manufacturing cost in Great Britain irrespecti 
of the value of raw cotton in the goods. The refdre, 


when the value of cotton is low there is much less 
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real protection from ad valorem duties than when 


the value of ¢otton is highs 


fhe net effect of the tariffs placed on cotto 


piece goods from Great Britain in reeent years 


; ‘eopeere in the cents of duty per pound of fabrie 
resulting at different periods," 
In 1928 on grey cotton it was 720. bk: Bedehed cottén 
it was 12,03 and on coloured cotton, 16.78, 
y 10 MR. MeRUER: Might I ask what the foundation for tis 
statement is, 
MR. KELLOCK: If you look at my referenee exhibit |--) 
MR, MeCRUER: That is only copicd from there. 
‘) THE COMMISSIONER: Are you referring to manufactur de 
15 


costs? 


mR. KELLOCK: No,‘ my lord, 


THE COMMISSIONER: ‘You Say there, "The canadian 


manufacturing cost is a relatively fixed amount per po 


20 | or per yard higher than the manufacturing cost in 


| to the rélative position of the two manufacturing costs 
MR. KELLOCK: Well, the evidence, my lord, as I 


| Great britain......", Just what i's the evidence as 
have already @rawn to your loraship's attention, is th 


25 
| aifrerence in wages paid, and I eome to that specific 
thing a little later on in this wame section where ther 
is a finding of the tariff Board, | 
| THE COMMISSIONER: That is another paragraph? 
30. «| omy 


WR. KELLOCK: Yes, my lord, I am coming to it, I 


| have not just got the particular one in mina, 
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WR, McRURR; But it was the foundation for this table, 
You see, that is just eapied from a statement that was 
prepared by Me. Hallam, 

MRe KELLOCK; If you lock at the Exhibit hineht oe 
will see the original sources. 

MR. MeRUBR; This must be prices, at a certain day 
or nene Vaine like that, 

MR. KELLOCK; ‘They are not. 
; i“ ike MeRUER: Are they actual importations? 
MR. KELLOCK: actual importations and actual duties. 

MRe MeRUER: Are they actual importations? 


Mike KELLOCK; Actual importations and actual dutie 


paid, 
15 
MAR. MCRUER:. You say that? 
| MR. KELLOCK: Yese 
MRe MGRVUER: On what is it based? 
MRe KELLOCK: Well, if you will look at it ? 
20 MR. MeRUER: It does not shows We tried to find 
out, to runé it down sad we could not. I do not. see 
& thing on page 2 of Exhibit 600 about it, On page 3 
the table is just copied again, As a matter of fact 
this paragraph is just lifted word fer word from that, 
‘ brief. , 
MR a KELLOCK: . Of course it iss 
MR. MeRUER; That is something that was prepared 
for the Textile mabhieehes It does not make it 
30 


any stronger to transpose it to another place. You sep, 


Mr. Hooper prepared tables that showed. actual cases and 
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we worked them out. 


MR. KELLOCK: Actual eases of what? 


MR. MeRUUR: Took an actuel fabrie and worked it cht 
to see what the ad valorem to specifie would be on thok 
certain ~-- 

WR. KELLOCK: From Great Britain? 
MR, MeRUER; We had some from Great Britain, 

MR. KELDOCK: { taink you had two. All the 
; ‘. others were United otates, Supposed importations, wher 
vhe coupetition dees net come froms Answering myfridnd't « 
first question, taking the year 1933 whieh I have in m 
brief, figure 6.83, that would correspond to the 1934 
fisoal year, within three months. Now, in Exhibit 6qo, 
15 | 


reference 6, statement 6d, page 2, we show grey cloth 


2,620,765 pounds imported. 


Tie COMMISSIONER: Page 2 reference 69 
SIRs KELLOCK; Yes, it is part of Exhibit 600, 
) 20 that is how the sheet is described. 
| THE COMMISSIONER; When you have it here, "Exhibit 
600, page 2, " that is not quite sufficient. 

“Re ABLLOCK; No, reference 6, statement 64, page 2, 


Now, that contains grey cloth, pounds imported 


5 &9620,765 and duty collected $178,971, and duty in cent} 
per pound 633, and that is thebasis for that table all 
@¢ way through and each year in detail is given in this 
exhibit for grey cotton, bleached cotton, and coloured 
) 30 


| cotton, 


MR, MeRUER; That. covers every type of grey goods, 
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MR. KELLOCK: And those figures in turn come from 


| Trade of Canada; and those are all cloths with which the 
| Canadien mills had to compete, not one or two fabrics,| 
| as my friend takes in his brief. 
SRORETARY WSITRIPY: How are the 1928 figures 
derived? 
MR. KELLOCK: “well, '-== 
WR. MeRUER: Thismakes @1l the different types of} 
10 || cloth---~ 
| MR. KELLOCK: ©lease, I am trying to answer lr, 
| Whiteley, «nd I cannot do it, This is taken from the 
| Trade of Caneda for the fiseal year 1929, grey cloth, 
es | yards imported, 8,655,590, and turning the yards into | 
pounds -- - 
Tie COMMISSTONERY The 84000,000 is yards? 
MR. KELLOCK: “Yes; my lord, and turning that into 
| pounds on the’ squivelent ur the British Calendar year 


\ 20 |) export it is 5.6 yards per pounds 


MR. MeRUER: How ds you get the yards per pound? 

wR. ELLOCK) ‘That is te yaras per pound with the| 
| British Bxport and right below on this same page Z sho 
5 tne United Kingdom export to Ganade from Trade and 
Navigation Accounts of the United Kingdoa, and I show | 
the lineal yards exported, the hundred weights exporte 

the pounds exported, which is the 5.64\ figure and then 

| THE COMMISSIONER? It is lineal yards you are 
30 «WP 


considering now? | 


MR. KELLOCK; Yese 
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THE COMMISSIONER: It has to be divided by 5.64 + 
get the pounds, | 

‘MR. KELDOCK: Turning that into pounds it is 
1,534,679, The duty collected is $110,471, and th 
duty in cents per pound 7.20 which I show in my fact 

In 1931 then on grey cotton it was 8.62 cents, on 
bleached cotton it was 12.92 cents and on coloured co 
it was 15323. In 1933 on grey cotton it was 6,83; 
on bleached cotton it was 10246 and on coloured cottor 
it was 13.04. And I ask your lordship to substiti 
for the 1936 figures there, which were estimated, the 
figures which I now have for ten months from April, 19 
to January 1957. These are actual figures and fo 
grey cotton the figure 18 5.06¢-< For bleached cottpn, 


. By52¢ and for coloured cotton, 1039. 


“This is a statement of the duties collected 
in terms of the cents per pound received which 
is the only accurate measure of the actual protecpive 
effect of the duty for Canadian industry as again pt 
the United Kingdom Cotton Industry, Since the 
difference in costs of production between the 
United Kingdom and Canada which the Canadian tariffs 
are designed to equalize is a relatively fixed ampunt 
per pound or per yard of production and not in 
terms of a sales value which indludes and entirel 
ineon stant value of raw material. (See Exhibit 9 


© pe6S for fluctuations of raw cotton prices). 
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Exhibits 857, 658, 860 and 661 are the only price 
and duty series filed by Mr. Hooper on Rnglish 
cotton goods extending from 1950 to 1936 and they 
all show that the protection in cents per pound 
is less in 1956 than in 1950, although the ad 
valorem duty rate is either the same or higher in 
1956 than in 1930," | 

The average duties collected on dutiable 


cotton yarns from Great Britain have been - 


1929 —~ 7% 
1932 he 10.5% 
1954 ~ 104% 

1935 <- 12.1%" 


in Gonnection with dutyeses.” 


THE COMMISSIONER: Pardon me, are you talking per 


pound or ad valorem? 

MR. KELLOCK: That is per cente ad valorem, my lord 
MR. MeRUER: Now, this includes thread for yarn 

manufacturers which comes in at Tonos 

MR. KELLOCK: It does not include thread for yarn 

manufacturers; it, includes yern for yara nanufeeturers. 
MRe, McRUER:,. It is raw material and it comes in at]7¢ 

| and is not made in Canadas | | 

MR, KELLOCK: I am instructed that both the yarn 

and thread are made in Canadae 

MRe HOOPER: The Department hes ruled that it is 

| note . 


MR.» MeRUER: Well, the Department does not agree | 
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| with you, °* 


THE COMMISSIONER: Im connection with Japanese 
importations there was talk about the cheap lines whic} 


come ins Now, in connection with the British is ther: 


: the same necessity for duties om cheap as on dear lings? 
- || ts there any tendency of cheap goods to come in here 
from Great Britain? | 
MR. KELLOCK: Your Lordship means the Japanese 
} 10 | cheap taffeta? 
THR COMMISSLONER;: No, in the case of the Japanese 
| there was thet discussion. Is there any such tendency 
| in connection with the Pritish? © 
- was KELLOCK:  vaetMr. Berry says, my lord, is that 


| the Treaty with Great Britain has been in effect for a 


very Considerable time and of course the British Industry 


| has been going for a very much longer time, and in 

| connection with the Japanese imports, which made itseif 

20 felt at the beginning, what we got first here was the 
Cheaper things and there is no such tendency in connection 

| with imports from Great Britain, he Baglish Industry 
makes all types of cotton goods which compe te with thoat 


|| which are made in Genada here and they come here, 


25 
Tn contiection with duty on cotton yarns, it 
should be “borne in’ wihd that from 1930-1935 
there has been ineressing provision for the free epiry 
of various types of cotton yarss from Great Brital. 
30 


g6 that the ad valorem duties quoted above on 


@utiable cotton yarns would be the duties collect 2 
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| .) only on those yarns for which no provision had be 
made for free entry. 


As stated, new and lower duties on importati 


of cotton goods from Great Britain became effectw 
on jiay 2, 1936, and the effect of this reduction 
is shown in Exhibit 600, Part IIe In the 4 months) 
previous to May exports of cotton piece zoods fro | 
Great Britain to Canada decreased 2% fron the 

10 corresponding period in 1935. In the 4 months, Map 
., to august, 1956, exports of cotton piece goods 


from Great Britain to Canada increased 56% over th 


With regard to "Cotton drawbacks; " 
15 | 
"All cottois which are imported from any counpry 


. , eorresponding period in 19559" 
to be used in the manufacture of articles for 


| ? export, from ¢anada are subject to 4 drawback 


of 99% of the duty paid “— exportation." 
20 that means, of course, 96% of the duty which had been 
paid on importation being remitted on exportation, 
| "This results in a substantial ‘free trade!’ 
market in Canada for industrial eloths and 


it is estimatedeece." 


i , THE COWMISSIONER:. Market in Canada, yes, for cloths 
to be used by manufacturers, 
MR. KELLOCK:,, And are exported. 
| THE COMMISSIONER: They do not go to the Canadian 
30 | 


| Consumr at all» — 


MR» KELLOCGK:, No, There is some, I will deal with 
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that." 
THE COMMISSIONER: Are you finding fault with that 
‘ MR. KELLOCK: Wo, I am not finding fault with it, 
just a fact, my lord. 
i This results in a substantial "free trade* market 
in Osnada for industrial cloths and it is estimatdd 
thet 1901,000 pounds of imported edttitiia were 
exported from Ganada in 1954 in the form of 
) 10 manufactured articles." 
Avid, of course, if domestic manufacturers want to get 
avy part of that business they have to meet the price 
of the imported cloth apart altogether from the duty, 
a MR, MeRUER: Yes, but the exporter has to meet the 


price in the export market; 


“MR, KELLOCK: If the domestic @xporter wants to sell 


his prod@iets, in view of the fact that there is only 


net 1% duty on similar cloth coming ‘into Canada for tt 


7%: purpose, net 1% of the duty, then he has to meet that 
|jprice if he wants to get any part of that business, 
THE COMMISSION@R: Well, is there any controversy 
over it? 
25 ‘UR. KELLOCK: Of Course’ the industry would like to. 
| have some assistance to get that business, 
MR.» MeRUERP How is the secondary Manufaeturer 
going to compete? 
THe COMMISSIONER! Give me a conerete case of who. 
nh {s uhoy who the camaine would furnish this industrial 


cloth - to whom? 
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_ MR. KELLOCK: My lord, reference 8, statement 8-¢ 


THE COMMISSIONER: Of the same Exhibit 600 ? 


MRe KELLOCK: Yes, my lord. I will take a coupe 
of examples from there, This is a table of Canadian 
experts of cotton and products containing cottons in the 
calendar year 1934, Now, we take milled products, 
flour, &ce The Canedian exports were 2,878,741 Cwts. 


and 5,097, 06¢ 


bris, Now, the chief --- 
10 THE COMMISSIONER: You are talking now of Canadian 
expert of goeds inte which this sormt of industrial clo 
is entering? | 
MR. KELLOCK: Yes, my lords Your lordship sees 
ys | in the next column the heading is, “Chief? source of 


| cotton content." That is as between imported and | 


domestie, and the first item I am dealing with the 


| | ehief source of the cotton was imported, 
THE COMMISSIONER: Dees that mean imported from 
20 | Great Britain? 
WR. KELLOGK: Ne, that would principally be the 
| United States. Then ths estimated weight of the cot 
| in those exports is 1,855,000 pounds, and similarly 


in the ease of sugar exported in the same year there 


25 
was 106,875 ewta. 
THE COMMISSIONER: . You de not show my cotton 
in cornection with the sugar? - 
MR. KELLOCK: Yes, that 106,875 ewts. , thet includbs 
30 


‘the sugar and the cotton and the cotton content was 


: I O68 tne mod ao ee eonereter br0t Ya oman, a a 

; : BOOB Bhd taxa oman pat 20: MNOLe TDD, oa vs | 

8odet Lity T.. yhuos ad (20¥ SADOLEX « 1 z 
‘maid asay to eldest 2 at aut + eto mt pt | 

? ¢ at @aetjos gui atadaag eiouborg fais aotteo. te adiogze | " 

1 satowkore holllu oxet ow wo . dees taeYy Tshaelso I 7 
; vatwa Lov, 878.3 etey Biregne mthenss, ed? 598 ,swelt | 7 i 
| wrt Yeldo. edt wou 9etnd820,0¢0,8 bas | i 


| 224bans9 26 wom galilet ers goy., PEM LOOTMMO D. aus 


See ae mmm 4s — 


oss terieubal 40 tron ahd? doltia otat #he03 to droge | 5; 


fealzedas.et f 
a eo0e giishsel woy .»bx0L. ym, aX, (MOO.LIEA, AM, 


= eee 


90 comes Teh" ~Rt gaiweod ot cumsoo. ae 
‘has Detaogmt goewied as el tee "-t aol now aed gos i a ‘ 
cid Aile patteod mer mag! dealt odd pag. 40 te omy b 


abetsogam! gay aot iog add 20 eoxvog Aelia F 


en ne am = 


out hotxoqut. isom todd eeod SAUMOL EAL MMOQ aun . y 
waite Sadat tre tno a] oc 
ode od yllagioutyre . bluow Gadd ,oW etws ot Kk we 
09 e43 To f datow botamtioe onde weet OTOL Set Lav | 4 Ay 


| | 
Yitellute Bey et hiwog 006,888, . af ar mrine weeds at a 


| 

stadt isey Smee ead af Retrogxe League to. gas0 eat ni 13 
ey 

f a el 7 “ wf B°8,202, ses | 


we hae 
: eee 


~~ 


Oh al 


i aot ion ¥% woe ton op Hoy. | UATE TAD san . “t 7 
Boe Ttago8 out At nem any 
font. tedt 4 .atwo B78, 00L font; ne a : 
ner tret.209 Bots oe9 ae he 


mh 


ws om i a aa aes 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


‘TORONTO - CANADA 1 6 9 68 


20,000 pounds. — Nov, that cotton stuff then was supp Led 
by the foreign producer. 
THE COMMISSIONER: | ai the rest was domestic exceyt 
binders. 

wR. KELLOCK: Yes, binders at the bott omg. 

MR. MeRUER: About 1,900, 000 imported out of a 
total of 10,102,000. 

wR. KELLOCK: “So far as ‘we are able to find out thi 


10 statement covers the situations 


~- 


uh. tueRUeRt Apo’ 80% is domestic. 
“un, KELLOCK: That may be so put the volume of 
cotton is substantial. As I say in my brief: "It i 
estimated that 1,901,000 pounds of imported cotton wer 


15 
exported from Ganada in 1934 in the form of manufactured 


articlese 


‘Wn werviR! “What effect would it have on the flopr 
millers in the foreign markets? 
ie we. KELLOCK: Then Tf go on to say? 

‘All of the cotton yarn or eloth required f 
the manufacture of these export articles ean, in 
effect, be imported into Canada practically free 
5 of éuty from any country, but owing to the prog 
of the United States and the low prices a which 
‘the cloths can be produced in Southem mills, th 
bulk of them are imported from the United states 
and any Canedian or other manufacturer desiring 
30 


any portion of this business has been forced to 


‘sell at prices prevailing in the Southern mills. 
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2 COMMISSIONER: , He may not have found 1t woth 


‘ 
while, if he sells 80% of ite 
MR. KELLOCK: Well, that is, of course, om the 
other. types.of products that are set forth on that sheet, 
THE COMMISSIONER: jhat other products? 
WR. KELLOCK: Well, rubber shoes, . They are all) 
detaileds 
THE .COMMISSIGNER:..... know,.but it is ali industria 
cotten going into theme. 


MRe KELLOCK: Yes , 
MR, MeRUER:, Gotten clothing, for instance, 2,800,0p 
y ardBe 
WR. KELLOCK: I.do,not think I am éealing with cottpn 
clothing. ..1,am dealing with industrial. 


THE, COMMLSSLONER: Yes,,.this sheet deals. with cott 


clothinge. It shows $580,000 and estimated weight 


325,000, pounds. 


MR KELLOCK: what I meant, my. lord, that my figurpe 
of £1,901,000 pounds,..in paragraph 11, which is 
industrial. cloth, .that is more, the type of thing in 
the first two articles which are containers for fhour 
and sugar and that. sort ef thing. 

MRe MeRUER;: What,would the cotten fabric be that 
are mentioned here, 2,800,000 pounds of donestie cotta 
goes into them that are exporteds #ould that be 
tire fabrics, Mr. Berry? 

MR. BERRY; Tire fabric to Australia, 


MRy KELLOCK: My lord, in the next two paragraphs 
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12 and.15, I om dealing with the United States prinei 


pally, which,is on the intermediate tariff; 


"with regard to importations of cotton 
goods from the other chief source of imports into 
Canada namely, the United States, w there were of 

course, substantial increases in duties introduce 
in 1950 and as @® result the United States exports 
of cotton piece goods to Canada have fallen from 

$8 million square yards in 1930 to 12 million squ 
yards in 1955 (fxhibit 600, statement Sd). As 
pointed out above, the substantial proportion 
of.fabrics now being imported from the tnited 
States would be used in the manufacture of artiecl 
to be exported from Canada, The decrease in impor 


from the United States which has. continued from 


1950 to 1935 was accelerated in 1932 by the duty 


provisiens made at the. Imperial Economic Con eren 


the in intention of which was to divert as large 
a proportion aa possible of mensiien import busin 
to Great Britains . That. this was effected 1s sho 
by the fact that in the same period in which the 
United States exports to Canaca decreased from 27 
to ig million square yards, the British exports 
increased from 27 to 60 million square yerds. 
Qn January 1, 1936, the intermediate tariff 
vates became effective on importations of 
gotten goods from the United states. Tais decrea 


of duties applicable has had the effect of 
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10 


15 


20 


25 


30 


inoressing canadian importations of cotton yarns 
ts eleven men bis of 1936 by 2% fron the United 
States ‘and in an inerease during the same sexiod 
of r sag of cotton piece soot, both over the cor- 
reuboatines perioa of 19354" | 
Re MeRUER: Have you got the figures? | 
uR. KELLOCK: Yes, they are in my brief, immediate}; 
following Section ms and I have referred to them befor 
end I am pod pry :. refer to them sara dtie 
"the ther or © Abteceso 


ana 1 cone back to the Preferential abeiyire 9 my lord, in 


this ie ee ge on 


“tuhehher or ast the present preferential cotton 
tariff wetes, wwe, 
And I am not quite up to date this morning, my lord, 
THE COMMISSIONER; You mean the recent? 
MR. KELLOCK: Yes, my lord, or the late, 
“whether or not the present preferential eotto 

tariff rates will provide adequate protection 
to the hakadiad indaates will to a certain extent 
Only be clear by their effect x ine Canadian 
industry.s It can, however, be said that any 
tariff rate must necessarily apply to a large 
group of products siace a system of tariffs 
designed to meet the requirements of each par- 
ticular fabric or yarn would be impossible to ad- 


ministers It, therefore, follows that under any 
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‘ tariff rate there will be items whichae under 
protected and some items which may be over 
protected, but it is the result of the tariff 
rate on the whole group of items to which it is 
5 designed to ayply which must be considered," 


And I submit that is an important consideration, my 


| lord, because if you get down to an individual fabric 
it may not represent the effeectof the duty on all fabriks 


| or articles included in the items as a wole, but it 


10 
J | may “fall on one side of the line or the other because 
the duty rate applies to a nuwaber of items and they 
may be affected differently by the same duty item 
| ana that is the weakness in directing too much attentic 
15 


'to a particular fabrie rather than the thing as a 


| whOol6» 
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~ : At the present time ell that en be seid Ae the pree 
ferentkel teriff rates now in effect ~~ or lately in 
effect oo is that Hee’ are the result of an exemins tle 


made by thie Tariff Boerd of the Bri tisk end Cenedien 


° eotton industries on the wants get out in article 11 
| of the Cansde-Uni ted King dom Trade Agreement 1922, 
which wre+i tes that, "The tariff shell be based on the 
hunts that proved’. ve duties Shzll not exceed such 
- a Level es will give United Kingdom prodwers full op- 


portunt ty of reasons ble comp ¢ sti tion on the basis of 

the relative cost of economical and efficient pro= 

er poet giS Whether or not pie present rates which, 

as is within: in evidence, carry less writaeetire effect 
15 now then at any time since at least 1929 will adequate 


fulfil the basis on which they heve been set, is a 


matter on which it is too early to forma mture judge 
| ment. x | | | 
‘The Tariff Board's Sint wes mede in Mey, im- 
20 | mpdietely” pele to Mey 2nd, 1926, and was implemented 
jj in the budget of 1926. The report was made on the 
banka of Article XI, which of course is on the basis of 
the relative sont of production in the two countries 


| and thet there shall be sompetition, To-day we have 


> the eltered situation that, spart eltogether fram wat 
the poke the sosts of prodw ti on ie the two countries m 
be, there have been further reductions; and my friend 
peer? before your lordship ‘end argues to your lordship 
Bs that these dati es are too high, ant my submission is 


that my friend has no evidence whatever for thet sub 
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mission, that the authoratitive body which hes déalt 
with thoge Futit has done gO on guch e besis that surely 
it cannot be argued that it sho.ld be on a more advyan- 
tageous besis to the British exporters, 

THE COMMISSIONER: On the basis as set out in 
the sgreement. | 

Mr, KELLOCK: Well, the besis set out in the 
agreement wes on the besis of relative costs of pro- 
duetion and ressomeabtle competition. If you are going 
to gO lower then that you are going to give en évich tule 
to the British exporter, and in so far es yes terdsy's 
budget goes lower, the British exporter has becn given | 
en edditimel edventare. : 

THE COMMISSIONER: Yes, I remember it was 

pointed out to me yesterdey how the egreement also loos 
thet the Conadian government holds itself free to go 
lower if it wants to, so it hes spperently used that 
freedom to — extent. I donot know, All I heve see 
is what is in the newspapers. I do not know whet hap- 
pened, 

MR. McRUER:? Of course the experience of te 
industry in the past under lower schedules mst be tekep 
intogvonsiderstion, in the abseme of definite costs of 
produetion, -- the experience of how they have done it 

MR, KELLOCKR: My gubmission rether is this, 
that the Cena dien duty rates of 1956 -- 


THE COMMISSIONER: Are you talking of the 


MR. KELLOCE: The British preferential 
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may be fluctuating feoters, you Se. The rela tive 


lower duties. 


‘with the preferential tariff retese 
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rates fixed in 1926 were fixed on the besisa of the 


relative cost of production in the two eountries, If 


you go lower then that wo 
oh THE COMMISSIONER: Relative costs of produc tion 
end resgonable competi tions, 

Ma. Rebels DOR § | And reagoneble competitions, If 
you go Lower than that, if ves lower the duties on im- 
ports from Great Britain of cotton goods, you -- 


THE COMMISSIONER: Yes, but these two fee tors 


onnte of production ney change from year to year, and 
the factor of reesone ble competition likewise may 
flustuates 

MR. KELLOCK: Yes. A}} I om saying is that 
my friend comes before your lordship ahd esks for 
lower duties, | 

THE COMMISSIONER; Well, I do not suppose he 
would sey it should be other then on thet desis. | 


ME. KELLOCK: I don't know, He just Sey &, 


THE COMMISSIONER: What he did sey was that 
reasoneble competition does require Lower duties, That 
is whet he hes sald ell throughs He has said that 
the tenff should be based on reagoneb le conpetition, 
end he had this to gay, speaking not only of the 
British tariff rate but the whole teriff, the t it doe 
not efford in meny instences reasomble comp ctitione 


MR. KELLOCK: At the moment I em dealing on 
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THE COMMIS SION'TR: “I know, 
MR. SYLLOCOK: And I submit thet when ay 
| friend asks for the lowering of these duty retes he 
5 || Gees so without eny evidence, 
WR, MoFuer: Oh 
THe COMMISSIONER: Well, we hed a greet mass © 
evidence of what is going Ons 
WR, KFLLOCK: Yes my lord. But let me put it 
: ry 19 || this way, that the lest evidence aside frou what may 
ll be before your lordship -- ami I wili deel with that 
| separatdly -- ami the best evidence whichis befo re 


| your lorahip is the finding of the lariff Bord in 


| 1936, upon the besis of which -- 
| THE COMMISSIONER: Well, did the Tariff Board 
go on end sey thet the rates ghould be go and so and 
Iso and so, in any ease’ 
wh. KELLOCK: Yes, they reeonmended certain 
Bay l rates and they were implemented in the budget, and 
Nea . | thet wes on the besis of relative costs of production 
and rersone ble competitions So far as I know, my 
lord, there is no evidence before your lordship to sho 
| thet, while the reletive costs of production my heve 
ss yaried or the basis of ressona ble competition may have 
|| varied, it in fect hes varied. The only thing thet 
is before your lordship is t he profits of the com- 
panies concerned, and I heave dealt with those, am we 
‘have the sdditionel fect that the eotton dutics which 
oO 30 were get on the feriff Board's recommendstion in 1956 


have again been reduced, yosterdey, so thet ay 


et wwe eee ll eee 
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submission is thet my frien hes no evidence upon whic 
he can bese his submicsion that these aut ies are too 
high or should be lowered, eu | 

‘THE COMMISSIONER: By the way, we have to amend a 
greet meny thines here, or make addenda to them, setti 
out the new teriff retes, 

MR. MeRUPER: © Probebly we should file now the ne 
trade agreement, | | | 

THE COMMISSIONER: That elso, 1 mess, 


10 , 
MR. MoRUER: And this cleuse my fri ad mentions 


_—" 


now eliminated from the agreement, 
THE COMMISSIONER! Does this agreement repeal the 


bast one? 


15 MAe KELLOCK: Yes, 1% does, It does not affect 


the argument I addressed to your lordship, That is, 


the besis of the @uties in 1936 was thet basis, 


THE COMMISSTONE?; Up to yesterday, & pparently. 


MR, KELLOCK: And yesterdsy reduced 1 te 
20 THE COMMISSIONER: Wheat is the new basis Mr, 


PeRuer? 

ME. WeRVER: There is no new basis, They just 
peree that certein duties as set out in the schedule wi 
Hrevell, They reduce the number of items on which they 


5 ie ree tO preserve e preference from some 200 odd or more 


THE COMMISSIONER: You meen thet is the déif- 


jprence between the 200 end the 91, in the intermediate 


terifft? 
30 


MR, MoFa ers Your lordship will remember that 
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yesterdsy my fria@d was emphasizing the fect that 


under the intermediate teriff gerta in rates prevails? 


at t he time of the egreement, Then certein retes wer 
fixed under the British prefermtiel, and they agrees 
that this differ ential should be mainte ined between 
intermediate and british preferences 

THE COMMISSIONER: On these 200? 

MR. McRUER: On these 200 and some odd items, 
pi mn that has been reduced under this egreenent to about 
| 91 items, on substantial items under which there shouqd 
be no amflict between the two countries. 

MR. KELLOCK: Yea, To what extent do those in- 
elude textile items, though? 
15 WRG MeRUER; I a@o not know whether the textile 
items are still in the 91 or are Oute I have not ha 


the chame to enelyze thet. Iothink probally we he 


better put in now a cony of the esreat cnte 


THE COMMISSIONER: Yese Well then, it shauid 
\ > 20 | be looked into cerefully end spoken to later, 

WR. KELLOCK: Would your lordship prefer to 
have thet or would your loxiship prefer to have a cot 
of the budget speech, which ine luédes that am all th 
changes? 

i MR, McRUER: I will put thet in too, I heave 


tha te 


EXHIBIT No. 1345: Copy of Canade-United 
Kingdon Trade Agrement, 


195%. "7, 


AIGYRE .TEOR © 
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EXHIBIT No.1346: Budget speech, February 25,| 
1957. 

WR. MeRUER: In regard to that item of the r 
-d@uetion of these margins, my lord, it appears om pege | 
| $3 of the pudeet spe chs 

“The reduction in the number of tariff items on 
which margins of preference are bound against de-| 
creese, from 215 in the 1932 agreement to 91 in 
Sehedule V of the present agreement, is further 

‘ ‘ i evidence of the effort that has been mde to re- 
goneile the principle of preferences with the ne-| 
cescity of renoving berriers that stood in the wa} 
of interne tione Urades The new exreem at cuhttvie 
ig @ radical and fer-reeching revision of the res- 
tric tions which its predecessor put upon the fre 


dom of Cenede to negotia te for the reciprocel re-] 


dus tion of teriff rates with third countries, Ms 


items on which the differentiel mergin between t 
tial 
British Preferenee and Intermediate teriffs hed 


¢ \b 20 
” operated either to limit Cmadien trede treaty 
‘negokhitions with foreign countries, to m intein 
prices of imported or domestic goods at unduly 
high levels, or in which five years’ experience 
25 head show thet United Kingdom industries hal not 
made or were not likejy to meke full use of the 
prefer ences afforded them, have been dropped trom| 
the Schedule, and in 21 cases the mergins of pre- 
f rence on items remaining have been reduced." 


9 ay 


THE COMMISSIONER: Can anyone tell me of fhe 
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| whether or not reyon importetions have been t ached? 


MR, KELLOCK: Y es, my lords, 


MR. HOOPDRS The fabrics duty hes been reduced 


|| from 20 to 27% per cent. 


MRe BERRY: Threeds ami cords, from 17% per cent 


to 15% per cents 


MR. KELLOCK: I come to this in the next section 


of my brief this morning and I wili give it to your 


lordship. 


30 


" Peregreph 15. In 1952 when the provision was 


established thet the preferen tial du ty rates shoul 


be besed on the principle of equdizing cost of 


production in Greet Britain end Cenade, the prin- 


ciple wes also confirmd that there ghould be a 
prefereatiel spread in duty rates between those 
applying on prodwts of British ma nufecturers 
and the prolucts of other countries. As long as 
this spreed is to be me intel ned, it follows that 
the equalization of cost of production betwom 
Canada and foreign countries is not necessarily 
jnvolved in the esteblisghment of duty retes 

Sea ey to Wa te foreign countries, sit hough 
they maint at least ai biel that much, As pointed 
out, under any teriff rete there will be certein 
ietent which are under protected end the es- 
tablishment of a tariff rate on & group of pro- 
duets, which on the eversage would be more than 
safficient to equalize the cost of produe tion 
Rn cemede end eny fo reign country of that 


group, need not at the same time be prohibitive 
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eae 


“on imports of all praiucts dutiable under th at 
‘dtem from such foreign country beeawe of the 

“fect that under any item there will be products 
whieh ere les¢ vrotected than the average of the 


group". 


heeo ly in other countries, owing among other things to 
lerger market and mass production, which brings down 
the cost of the unit and permits importetion here even 
aer the intermediate or the general rate in competiti 


ith the domestic or the Britieh producer. 


First, with regard to -- 


-16988- 


Some products may be proluced suffic isntly 


I then dcel with “Woollen anil Knitting Dutie 


"Rew Wool: The retes in teriff item 549 which 
goverPs wool, the heir of the cemel, alpaca, 
goat or other iike animal, not further pre 
pared then combed, are the results of the 
CensdiamNew Zealand Trade Agreement of 192 
and the Cenede France Trede Agreement of 19<de 
Under the Canedian-New Zeslend  greement Genad 
agrecd to eimit wool from thet eantry free 
of duty and make it dutieble from foreign 
gountries at 10 cents per lb, under the Inter- 
mediate teriff and 15 cents ver 1b. under the 
Generel tariff. All British countries heve 
the New g-tlanmi teriff. The item wes modifi 
in 1955 when France, eam therefore all countrigs 
with favoured netion tres ties, was ellowed a 


aiscount of 20 per cent off the lintermediste 
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“tariff rate on the heir of the cemel, alpace end 
goat, but not on woole The purpose of this item 
Was thet the ies when buying wool and wool 


tops outside of Cenads should buy in empire coun- 


tries, am not from foreign countries guch as the 
Argentine. The terms of the tariff item prevent 
the Venedion industry fron baying foreign wools to 
blend with empire wool, carpet wools from Asiatic 
ecantyi es wiicsh ere the principal smurces cof supp 
or tops blended with foreign wools, am the result} 
has been that in 1935 calendar year 21 per cent of 
ths totel value of direct import into Cenada from 
New Sealand wes wool and 22 per cent of the total 
value of direct imports from Australia was wool 
and tops» The direct trede with New Zealand am 
Jastrelie under this item thragh purchases by 

the woollen am knitting industry is e substantial 
factor in meinteining trade agreements with these 
countries fevourable to products produced by 
Onanedian industriel workers in other t hen this 
particular industry. 

Wool Yarn and Wool Cloth: The present 
Canadian tariff items covering wool yarn ané wool 
cloth are eleven in number, of which seven are 
free of duty under the British Preferential 
Tariff, Tis vabes in the four dutieble items wer 
get as a result of « Tari ff Boerd Report brought 
down in Marsh, 1955, the recommendations being ime 
plemented in the budget of Mereh of that yeeare 


The recommendations of the Tariff Bard were based 
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5: “on an inyestigetion into the industry under 
Srticle XI of the then existing egreema@t, the 
British-Cenadian agreement of 1958". 
: I have set thet out, but will not read its 


I satmit agein, my lor, that up to thet point, 
at least, the same prineiple applies -- that these dufies 
were set as the result of evidence as to wmt wes the 
respective cost of prodw tion in those countries and 
he | + reasonable canpetition between the two. 
| "Exhibit 640 sets out e short summary of tariff 

changes ss they effect wool yern and cloth, 

as follows: 

1950_. Under the duties in effect in 1920 the 

15 | Canadian cloth iniustry hed only 22.6 per 

gent of the home market for eloth, the fore 
cloth mnufeactrers supplied 21.4 per cent 
end the cloth manufsctaurers of Greet Bri tel 
55.5 per cents In Sep tember 1950 the 


7% . 2» | rates 
“y Canadien duty on wool yarns and cloth were 


substantis lly increased. 

1931 In Jyme 1931 yarns wholly of mohair md 
alpaca for cut pile fabrics were made free 

from Grest Britains At. the sane time a 

" 1 per cent excise tax was applied om aii 
imports, In September 1941 and pound sterl 
| dropped below par in Care dim dollars and 
éurrency dumping duty became effective on 
Briiish goods. In October 1951 the fixed 


velue of the pound sterling was set at o4e 
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| “end the sp ec is] auty was the hi thaninee 
between the average anes bare rate al $4.40 
1952 In Mey 1922 wool not further advene 
5 than tops was made duti sable from foreign 
| contri eg at rates which gave o monopoly 
of the Cenedien market to ete’ ve grow woold, 
In April 1952 the excise tex on eli Britis 

and foreign perce was inercased to 3 
co 10 per cent. In this yesr the Ottawe Tmver ie 
Conference was held end the sgreement erri 
at was a dag wigan - parliemart in Ge to ber 
Brey we 
(1) A reduction on ell specific duties und 


15 
the British Prefermtial om yarns end clo 


by 25 per cent and on blankets by SO per 
Gente | 
(2) Providing the following items to be 
ee free of duty from Greet Britain: 
“ 20 ites 
: (a/ Itelien lustres end liningse 
(o) Fabrics in grey weighing 4 ounces 

to squere yard or less. 


{c) Billierd clothe 


British goods were at the seme time meade 


25 
? exempt from velustions under Section 4c. 
1953 In March 1936 the fixed valae of the 
pound ateriing was reduced to 4.25 and in 
Mey 1932 the ‘mam hgy cum Ing aut y. became 
se 30 a on | ’ incffestive as the pound sterling was abo 


this figure, In 19<%2 the Tariff Board 
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| ) "somme need te deal with an appliecstion for a 
peview of duties on wool yearn ani cloth from 
Great Brite in. 
1934 In April 1934 the excise tex on British 
5 


goods was reduced from 3 per cent to 14 per 
cent, while the 3 per sent wes left on forei 


goois. In 1934 the Tariff Board's interim 


report on wool duties revealed the difficul- 

| ties met with up to that time in desiine wit 

9 . the British proposals. 

1925 In March 1935 the excise tex wis removed 
entirely fram British soodis and left at 3 
per cent on foreign goods. Uy Merch <list, 

15 1935, the Tariff Board brought down its final 

report on the yarn and oloth industry, md 

their findings were implemented in the budget 

of Merch 22nd, 19235." 

| What the bogrd said is: 

| J 20 | "The present set of tariff rates on verious ite 

of wool febrics provide a virtuel monopoly in 

the Canadien inet for light weigebt cloths inm- 
ported under tari ff itens 554 ami 554¢c, while on 


febrics costing over $2, e pound the limiting 


25 clause =e 
Theat limiting cleuse, my lori, is thet the duty should 
not exceed 65 cents = pound, 
"-« in tariff item +=" 
Which has now been reduced, my lord, since yesterday, 
30 


ie . 


to 50 cents a pound. 


MR. McRUER: The fomer ones sre not made in 
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Cen ad Gs, : 
MR. KELLOCK: I have just seid in my brief thet 


the effect of t he reduction was to give e monopoly 
to the British exporter, | 


‘MP. MoRUYR: But they were not made in Canada, 


THE COMMISSIONER: You say the present reduc ti: 
is fifty cents? 
MR. KELLOOK: Yes, The duty shell not exceed 


fifty cents ea pound, 


| THE COMMISSIONER: Is there a question whether br 

a 10 not these light weight cloths sre mde in Canal s? 

| MR. KELLOCK: They are not now, my lord, 
THE COMMITS STON ORs Since this agreement? 
MR. MeRUPR: They never weré, | 
MR, KELLOCK:  Sqnce 1952, at least, 

i THE COMMISSIONER: “' Do you meen to say thet thi 


agreement killed their mnofecturer in Ceneda? 


MR. KFLLOCK: Mr, Berry ‘tells me, my lord, thet 
he knows thet, prior to 1932, at least one mill thet 
3 4s was get up to make these cloths, The Tari ff Bos ra 
¥ Sey thet the retes which were in effect when they 
medé their report on 22nd Mereh, 1925, provide a vire 
tual monopoly in the Cenadien merket for the British 
menulesturer. 

5 MR. MeRUER: Whet I em wondering esbat is on 
whet the Teriff Boerd based its report, These mois 
were not made in Gamdsa, whether ™ not amill was 
Set up to mae them, How wuld the Tariff Board 

base its report on the principle that my friend was 


i & 30 suggesting, that is the relative cost of prodw tion? 
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THE COMMISSIONER: Perheps. this wes en indus'ry 


not fully esteblished, Speeial eongideretions come in 
MR. Mc*uers» Noy it-deslt with it in. the other 
5 wey, It meade them free, 
THE COMMISSTONNR: Yes, That is. perhans thes r- 
gument thet Mr, Kellock may put forwards Here is an 


industry sbout to be established, 


/U-MR, KELLOCKs» The Tariff Board did not make 1 
ro 10 free, The Ottewa agreement made it free. 
WR. MeRUER: But the Teriff, Board left it the 
same way, on the application. 
WR. KELLOCK: Yess they confirmed the situati 
THR: COMMISSIONER: By this, time the mill had 
: ceased to meke the cloth, 


MR. KELLOCK: Yes my. lord it. had» 


/ THE COMMISSIONER:. There you have,e pretty go 
ease of what 2 tariff choad doy, because there wes on 
i mill “setup to mamufectare.a perticuler cloth, isi 
4 | to be argued that therefore there, should be a duty.on 
thet particular fabric so that importations should be 
stopped? 

MR, KELLOCK: I am mt arguing tha, my lord 

25 | THE COMMISSIONER: You would go pretty fer i 
| you did. . | 

MR. McRUER: That is what they did with the 


linen, did they not? 


MR. KELLOCK: 
hig  *)$eeThe limiting cleuse in teriff item 554b 


‘tesulte in @ reduetion of the percentage of duty, 4% 


And thet is further reduced to 50 cents instead of 
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65 cen ~~ 


ti sould ve expected te be most efficiently produc ¢ 


| thet t he ‘Bri theh exporter his a woh ¢ oly in. 


| Cenade at ell. 


eve get the taney woreteds and VAeae | ov er t he iigu 


si tiation. I will give your Lordship the item and 


me than’ the new rates 


sale yern, or yarta for Bale. The old rate wag.15 


per 0 ent end 1s cents per pound, The new rate is 


». 1699 5— 


"Me result is thet Canadien prodwtion ven df to 


"be concentrated an thos e types of fabrics whieh 


in Cente, . | 
THE COMMISSION R: well, is that not righ t? te 
you "quarrel ling with the t? 


MR. KULLOOK: NO, At one ve of the scale of 


“produs tion you Rave the Light cloths, four to a ix ounce, 


THE COMMIS: SION ER: Yes, they : are no t mele in 
“MR. KELLOCK: At th: other me of the s< cale yau 


or ¢ So a pound, end that belived for the Ceneadien in- 
dus try pr incl pally plein eens medium end h eavy 
woollens eri ple in worateds, and Shes ¢ © are the ones — 
on which the Cane’ Len Andus try gen tres its effort. | 


Since yeaterdey here 2 e the e cha nees whieh affect t 
the desoription of the article end first the old ret 


“The si rat one is item 5490, whiehis hair 
eloth; the ola Hate 20 per cent, the new rate 174 
“or cont. 

MR. ‘MeRU: KR: Is thet made in Canad oe? 


| MR. Ki sLLOUK Oh, yese Then 551 is the iten > 


‘15 per eon ani : cents per pound, Then 55la, 
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|menufecturing yams, the old rate was 10 per cent and 
| 7 cents; thet hes been changed to 10 per cent and f iv 
Jcentse Then 552, pressed felt, the old rete is 15 


| per cent and 7% cents, the new rete 15 per cent and 5 


lcents, 553, blanket{ the old rete wes 224 per cent a 


| 10 cents, the new rate 20 per cent and S cents, 554, 
| thet is t he 4 ounce to 6 ounce grey gloth, the Lig ht 
weight cloths, the old rate wes 20 per cent and 9% ¢ 
ay fs | the new rete is 17 per cent and 74 cents. 554b, 
> | this is wool cloth and this is the principal item that 
affects ‘the Cenaien product, the old rate was 21; 
per cent and 17 cents, the new rate is 22% per cent a 
/12 cents. We think thet is a substantiel reduction. 
1b | THE COMMISSIONYR; It raises the ad valora, 
epparentlys 


MR. KELLOCK: No, it decreases both, 


THE COMMISSIONER: I thought you said 22% cents. 


WR. KELLOCK: The old was 274 per cent end 17 


cents, the new is 224 per cent and 12 cents. 

THE COMMISSIONER: And thet is the most fore 
reaching change? 

MR. KELLOCK: Tpat is the main item, 

THE COMMISSIONER: At least in the wools? 

WR. KELLOCK: Yes my lord, that is the min it 
in the woolse 

| MR. McRUER: There is a rider to thet providing 

that the sum of the specifie and ad valorem duties 
imposed under th is item on the British prefer tial 


teriff shall not be in excess of 50 cents « pound, 
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MR. KELLOCK: It used to be 65; it is now 
50. | That is whet I gave to your lordship previamsly. 
THE COMMISSIONER: Does that apply only tofhis 
item? a e | | 
MR. KELLOCK: Just to thet item yes. There is 
en item Pree Dom) in the eereemems ss ex. 554b, that 
is it is teken out of the fomer item 554b, and thet 
t. filter gloth. The old rate was 21% per cent and 1 
cents and the new rete is 20 per cent with no spe 
cific duty. And the last ome, alsoa very important 
item is 555 called "elothing end menufsctured articl 
THE COMMISSIONER: "Menufectured articles". 
Thet is pretty fereresching is it not? 
MR. HOOPER: Menufec tured articles of wool, 
MR. McRUER: Articles maie from woven fabric 
UR, -KELLOGE: © Tre old rate was 50 pa cent 
end 18% cents. The specific duty is entirely remove 
am the ad valorem remains «et 30 per cent. 
MR, MeRU BR: Thet would epvly to our overcoats, 
would it not? 
MR. KELLOCK: Theat particuleritem The way 
I describes it compendicusly is, "Clothing am manu- 
factured articles of clothing, wearing apparel and 
articles made from woven febrics, ani all textile magu- 
fectures, wholly or pertielly menufectured, compa ed 
wholly or in part of wool or similer enimal fibres, 
but of which the component of chief velueis not silk 
nor artificial silk, n.o.p.; fabrics, coated ao im- 
pregnated, composed wholly or in part of yearns of 


wool or hair, but not containing silk nor artific iel 
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silk, n.o.p;" 
Then on page 111 say: 
# 


The points thet appear to be importent are: 


Theat the present datiable items <<" 


5 
and thet will have to be, "the late" dutisble items, 
THE COMMISSIONER: We will edjourn for a few 
minutes. 
. 10 
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a ee On resumigg after recess. 
% | | uR. KULLOCK: "The points that appear to be 
important ares~. 
That the a wneent dutiable items on yarn and 
05 i elot h are the result of a review by the tariff 


Beard under the British-Cenadian agreement of 


19338", 
and that report was made in Mareh of 1955, and whatevek the 
evidence may be, my lord, as.te any change on this 


10 Side of the water there is no evidence at all as to 


ry 
SF 


what there has been in the way of change of british — 
costs of productions 
Ry, That in regard to wool wa the Tariff Bourd 
in their final report said; 'The Bosrd, is satip 
i ae Pied from the evidenee that, on the basis of 
prices current at the beginning of 1955, the 
existing compound duty is less then sufficient 
to equalize the costs of British and Canadian 
Spinners producing worsted yarn for salé to 
enemies except on eearser counts of white yarn 
used in weaving'"» 
THE COMMISSIONER: Just a minute; this was said i 
March, 19357. 
aN UR. KELLOCK: Yes, my lordy ‘Thats what I haa 
in mind a little earlier when your lordship asked me, 
j and if it was less then unless the Canadian cost has 
come down singe then the new rates ~~ 
| THE COMMISSIONER: Or British costs gone up. 
~ 30, | MR» RELLOCK: Or British costs gone up ~- these 


new rates simply aggravate that situation, and we have 
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no evidence on it one Way or anothers 


* That in 1935 the British cloth manufacturers 
supplied 40% of the Canadian market, Canadian 
mills 58%, and foreign mills 2%. It is sub- 
mitted that it is inconceivable that the Canadia 
* Settee could exist indefinitely on any smaller 
sneiesasietihans of @ts own market. 
| That in each of the last five years Canada 
has been the largest purchaser from Great Bri tai 
of woollen and worsted cloth of any country, ingide 
or outside the Empire.” 
THE COMMISSIONER: I am safe in saying, om 1 not 
that the Canadian woollen industry has no export tradq? 
MR. KSLLOCK: Isthink that is quite.true, my lo 
yes, that-is right, my lords 
" ‘net the woollen and knitting industry was 
in addition a good customer for the wool trade 
Great Britain, purchasing in 1935, 9,400,000 
lbs. of wool tops, 2,500,900 lbs. of yarn end - 
5,500,000 Ibs. ef wool." 
I would conelude that my friend's request for lower 
duties does not apply to these goods in view of the 
report of the Tariff Board, and, in fact, my friend 
doesn't even mention them in his brief, 
MR. MeRUER: Knit goods? 
wR. KETLOOK: No, woollen goois; I am coming to 
knit goods in a minute, 
MR. MeRUER: Woollen goods; what do you mean by 


woollen goods? 
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tT |) MR. KBLLOGK; Woollen goods itself, woollen ond 


worsted goods. 
MR. MeRUER;. i discuss them, , | 
THE COMMISSL, NER; You say the woollen and knitting 
s industry. The word knitting means woollen knittiag? 
MR. KELLOCK: Ne, my lord, that is the general 
heading theres I am‘coming to the knitting end of 
it separately. I mention ‘the carpet industry first 
and then knitting.” 
a) | THE COMMISSIONER: Im any évent, you mention it 
} in this connection, where the knitting industry employs 
wool. 
WR. KELLOCK: Yes, my lord, I do; that is right ‘ 
15 x is 4 customer of Great Britain. With regard to 
carpets perhaps I might give your lordship the chance 
in carpets before I touch that. The old rate -- 
THE GoMMISSzoNERs Just ea minute nows 
MR. KELLOCK; I haven't the, item. 6720- 
MRe HOOPER: 5726 
MR. KELLOCK: 572, I am sorry. 
THE COMMISSIONER: Wheat is the article? 
“MR. KELLOCK: It is earpets, 
|| MR. MeRUER: It is described 4 littie differently. 
Oriental and imitation oriental rugs or carpets and 
2 cartpeting, care ts and Tugs, 
THE COMMISSIONER: Anyhow it is iten 572 
MR, KELLOCK: Oriental and imitation oriental 
rugs or carpets, carpeting. | 


THE COMMISSIONER: what was the old rate? 
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4) MR. KELLOCK: The old rate was 50% and 3 eents 


per square yards 
MR. MeRUGR: Or five cents, depending on the valie. 
Mk. HOOPER; Square foote 


THE COMMISSIONER: Square foot, is that. right, 


5 
three cents per square foot? 
Me MeRUSi:; 3 and 5 depending on the value. 
THE COMMISSIONER: The lesser value is 3 and the 
higher value is 5. 
L. e MR, SULLOCK: Here it is, my Jor. if valued 
lew 


at less than $2200 per square fm yard 30% and per 
Square foot 6 cents. . If valued at $2.00 or more pe 
square yard 50% and per square foot 5 cents. Now, 
the new rate is simply 30%. ‘The spécific duties are 
15 all off. 
| THE COMMISSIONER: That is all sbout carpets, 
MR. MCRUER: No change in the other. 
MA. KELLOCK: What other? 


MR. MeRULR; In the intermediate or general? 


ry y MR, KELLOCK; No« 

MR. HOOPER: Or the other carpet. item 

MR, KELLOCK; Quite right; what is that carpet 
item? 

MRe HOOPER: S71 

MR.sMe@RUER: Floor rugss 

Mae KeiLeck; Oh well, 571 is carpeting, rugs, 
mats, and matting of straw, hemp, flax, tow, jute or. 
papers : | : 

MR. HOOPER; That is quite an iteme 


THE COMMISSIONER; Was there any change? 
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I should gay there, my lord, as I show in section "E" 
of my factum, in pwragraph 16, 60.34 of all imports 
of carpets in 1925 were from Great Britsin and Britis 
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MR. HOOPER: There is no change in that item. 


MR, KELLOCK: "In 1930; due to the rapidly declipf- 


ing merket, the Canedian parliament granted 
inereased tariff pretection in order to prese rv 
for the industry its home, and only, market, bu 
since that time the 19% tariff ratesm were 
twice substantially reduced under the ‘ritish 
Preferential tariff, 

In considering the British Preferential tari 
rates, it is of the greatest importance that i 
be understood these cover importations from 


British India as well as from Great Britain"-- 


THE COMMISSIONER: What per cent? 
MR. KELLOCK: 60.5%, my lord, in 1935. 
"-- and also the British manufacturer is ¢omplé 
ing of unfeir competition from this impire 
eountry"-- that is India -- “where ware costs 
extremely low in comparison to the wage costs 
in Western countries, It should be noted that 
the dollar value of imports of carpets into 
Canada from British India was 18.3% higher in 
1935 than in 1950, 

The sales of earpets by the industry in Cana 
decreased from $4,801,066 in 1950 to $2,109,326 


in 1932 and $5,149,198 in 1954. But the carpe 
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“industry in England teckne this period im rease 
its production from 21.5 million square yards 

in 1930, to 29,6 million square yards in 1935 
and 31,4 million square yards in 1934. It is 
quite clear from these British carpet figures, 
and from other data in Exhibit 641, that the 
British industry did not suffer from the curtail 
ment of its market in Canada; while the Canadian 
factories, which must depend 6ntirely on the 
Canadian market, sould not heave continued operatibns 


without the share of the market they are obtaini g" 
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COMMIS : They de not export anything, 


fer 
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Hk. ZELLO HO, my lord, 
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MR. McRUER: It is the converse there of what th 


had in the cotton trade, that the British companies 
have been eheupesinst so that they would not be suffe 
ing from low cost production over there, 
UR. KELLOCK: It does not say any thing about thei 


prosperity. It shows the way in which they have in 


creased their production. 
* etree to the fact that wool, not further advanged 
than tops, is dutiable if imported from nong-lm 
countries, Umpire countries ars given the 
ee in supplying raw wool and tops to the 
Canadian mmufaeturer. The British manutne ti eee 
Can buy wools and practically all other raw 
materials from world wide markets and in this 
wey has a considerable advanters.? 
THE COMMISSIONER : Now, just a minute ; alrighte 


MR. KELLOCK: What I am referring to there, my lo 
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| vVassed by the Sritish industry, and they must have 


wools for carpet. purposes are foreign wools such as 


Chinese wools, and the Cenadian industry is prohibit 
in this way from buying, 
MR. HOOPER: That is only for certain typese. 
HR. AELLOCK; Certain types of Garpetss 
| MR. NOOPER; Certain types of carpets; not all, 
MR, MeRULR; Is it my friend's panemektom that 


the duties under the general tariff ought to be 


lowered in respect to those? 


MR. KELLOCK; It would be a help te the indust 

WA. MeRUR: Chinese would come under the gener 
tariff, wouldn't it? 

MR. KOLLOCK Tess 

MA. MORUGR: Well, we ought to-heve a treaty with 
China then. 

MR. KELLOGK: british industry casapetes with 
the domestic industry here and it hes an advantage 
in buying raw material. 

MK. MeRUER: I see what you means 

Hk. KELLOCK: ™- The British carpet industry 

applied. to the Canadian Tariff Boara for a 

review of the Canadian cerpet item, but sub- 

sequently withdrew the applicstion Without a 

hearing" | 
iow, the application Was made, my lord, on the 8th o 
Waereh, 1934 and was withdrawn on the 14th of Februa 
1955, So thet my submission there is thet in the 


interval no doubt the situation was thoroughly ecan- 
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TORONTO == ~—s CANADA 
— A to the conclusion they could not substantiate 
that on the existing duties they were not competing 
on a reasonable basis having regard to the relative 
costs of production, and they withdrew the appli¢atio ® 
Then, coming to knit goods ana hosiery, my lord 
and if I may give your lordship the chances in regard 
to knit goods first. The item is 568, my lords 
THE COMMISSIONER: That ineludes everything, doe 
it? 
on MR. KELLOCK: Yes, my lord; it is knitted garments, 
a knitted underwear and knitted goods, NeOsDPs 
UR. MCRULR: It doesn’t ineluce hosiery, thoughe 
MR. KELLOCK: No, x am desling with that separately, 
iR. MCRUER: His lerdship ssid hosiery. 
MR. KELLOCK: This is knit goods, 
THE COMMISSIONER: This 14 knit goods? 
MR. KELLOCK: Yesj my lord. The old rate 
was 25% and the new rate 20%. I will give your 
lordship hosiery at the same time, 
re THE COMMISSIONER: What item is that? 
MR. KELLOCK; 568-A, and first hosiery of wool. 
THE COMMISSIONER: Weel is separate? 
Mi, KELLOCK: “Yes, my lord; the old rate was 
30% and 75 eents a dozen pair and the new rate is 
20% and 30 cents, and on all other hosiery the old 
rate was the game; ‘that is, 50% and 75 cents a 
dozen pair, 
TEE COMMISSIONER: The same thing in both cases? 
.) WR. KELLOCK: Yes, my lord; the new rate is 


20% only, There is no specific duty 
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THE COMMISSIONER; That applies to silk stockings? 


MR. KELLOGK: Silk and cotton and artificial 
Silks 
MR. MecRUER:. There has. been a, reduction in the 
| 5ritish rate on Canadian silk stockings entering 
| the British marke ts. 
MRKELLOCK: Tese _ . 
MB, MeRU SR: Reciprocaly I think Mr. Thompson 
; sugeested that would help hime 
MR. KELLOCK: It would help him. There are two 
companies that do the,exporting -- there are more 
than that, but I think Mr. Thompson's proportion is 
| about 15% and the Kayser Company about 3 Of 
THE COMIISSIONER: Of what? 
MR. KELLOCK: Of ticks produetion for export, 
| my lords . 1. am coming to that Jeter... vith regard 
to knit goods and hosiery -- 
Neeg review of the knot goods tariff item and 
the hosiery tariff item were scheduled to be 
heard before the Tariff Beard on the request 
of British manufacturers, but although the © 
Canadien industry commenced preparations for th 
hearing, it was never held." | 
— the application was made in 1953, my lord, and th 
decision not to proceed -- 
| THE. COMMISSIONER: What time in 1933? 
MR. KELLOCK, I haven't the datee 
Tis COMMISSIONER. liithdrewmn, was it? 
MR. KELLOCK; I am told it was in the early 


part of the year, February or March; withdrawn at the 
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end of 1934, and the same thing applies there, 1 submi 
my lord, thet the Pritish industry came to the conclus 
hey could not substantiate thet the rates were not on 
& proper basis having regard to costs of production 
and competitione 
“ The knit goods tariff item covering underwear, 
knitted fabries, outerwear and knitted articles 
of all textile fibres has a duty rate of 25% 
less 10% under the British Preferential tariff" 
and now 20% less 10. 
THE COMMISST. NER: “Vell, yess 
MR. KELLOCK: Those figures 1 gave your lordship 
where they are in excess of 15%, carry the 10% reduction. 
"The hosiery item is an omnibus item"=-- it shou 
be "was", noWe 
THE COMME Ss IONE : You say it was an omnibus i 
MR. KELLOCK: It was because not it is split up 
between hosiery of wool and then all other materials. 
".—govering sokks and stockings of wool, cotton 
silk, and art silk, or mixtures, for men, women 
and children, such as are produced in Canada 
in 94 mills. While the rates under this item 
were. substantially increased in 1950, they were 
reduced by taking 25% off the specific duty in 
1932," 
Then, with regard to compound duties. 
"Compound fatten, that is, a combination of ad 
valorem and specific duties, are a necessity in 


the textile schedule because not only does the 
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"cost of the various kinds of rew meterial used 
differs widely, but prices for each kind fluctua 
widely. Tn cloth entering Canada under one 
tariff item at one time the raw material used may 
vary from 5i¢ per 1b. to over $1.00 per pound. I 
soeks and stockings entering under one tariff 
item the réw mterial will vary just as widely es 
in cloth, but on @ Gifferent level. No ad valores 
rate will fit the tremendous variety of goods 
such as are Covered in the woollen and knitting 
items s 


In their final report” -- that is with regard 


to reference one, my lord -- “the Tariff Board said: 


15 


} 20 


25 


) 30 


'The degree of protection provided by a pure ad 
valorem duty in an industry characterized by wid 
fluetuations in the price levels of its raw 
materials is highly unstable. When prices sre 
rising and the volume of business is expanding, 
gush a duty automatically provides inecressed 
protection at a time when no increase hay be 
required, and when raw material prices are falling 
and the volume of business is shrinking, the difgi- . 
culties of a protected industry are increased by 
the automatic reduction of protection", dead eaed e 
‘Such fPluctuaticns in the values of raw materialg, 


whieh are seldom sccompanied by corresponding 


“ghanges in industrial wages and overheads, rende 


it impossible for any purely ed valorem duty, 


assigned to equalize totel cost of production in 
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"'two different countries, to ‘keep pace with 
changing PIICES peccecceveecceseese ONG Altemativ 
to an ad valorem duty is a specific duty of so 
many cents per pound or yard, the incidence of 
whieh does not change with every fluctuation in 
the wool market!,...+..'AS Gn Illustration of 

the couplexity inherent in a schedule ‘of strictly 
specific retes, it hes been computed that a scale 
of specific rates on worsted yarn, to allow for 
differences in tount, colour, twist and method of 
spinning, would require es many as 160 different 
rates'",.., 

That is a pretty good 
argument so far for the total sboti tion or the ad 
valorem. 

MR. KELLOCK: I would rether rely on the last 
three lines, my lord. 

THe COMMISSIONGER: Phy have it at all if it is 
so unfair in its fluctuations as 011 this? Why not 
have a specific and have a constant duty? 

MR, RELLOCK: It would not be practical, 

THe COVMISSIONER: Why not? I don*t understand 
thate 

“MR. KELLOCK: You woula have 160 different rates, 
my lord, on just that one small section of imports. 

THE COMMISSIONER: Theat is an argument against 
having ad valorem duties on 160 different rates. 

MR. KELLOCK: What I am coming to is the last 


three lines, my lord, 'A compound dutyt*-- 
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re ! : | _, THR COMMISSIONER: Why introduce this unfair 

g and fluctuating and. cumbersome element in the ad 
valorem duty when a specifie one would be constant 
and meet all requirements? However, go on. You 

5 haven't got to answer my question. 

WR. EGLLOCK: I know 1 hayenit, but I want to, 
my lord. | My submission about it is this, that it 
is quite clear what the Board are talking about so fa 
as the ad valorem is concerned. 

10 { TH, COMMISSIONER: Yes, they say it should be 
discarded, it is unfair, lt. applies when it is 
least needed and doesn't apply when it is most needed 
end therefore the proper thing is a constant duty, 
such as a specific duty. Why go back and say 

© | ‘et us have both"? 

MR, KELLOCK; ZT don't know that they are 
recommending a purely specific -=- , 

THE COMMISSIONER: No, but they point out the 
weakness and the unfairmmess of the ad valorem. 

? md They are at great pains to do that. Then they say 

“let us have both". 

MR, KELLOCK; They go to the specific, my lord, 
and say that the specifie is the thing, but 1t has 
ae got to be refined to such a point -- it cannot be 
ted applied in the way that an ad valorem duty can. 

It has got to be applied to the different articles 

and there are so many of them and such a varicty 


that it would make the tariff so complex it would be 


» 30 very difficult, if not impossible, to administer, so 
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5 ‘that they say that a compound duty, such as now 
imposed -- 
THE COMMISSIONER: Well, why not then have 


an ad valorem on some and specific on the others? 


: NG, you have your objection to 
4 pure ad valorem, and I don't know, my lord, whethed 
there ere any items on which & pure ad valorem would 
get away from the difffeulty that they point outs. 

THE COMMISSIONER : That. is what I say. If 

10 that is true eliminate it. if there is going to be 

difficulty in every item how can you justify ke eping 

it? How does it make it any better to link it up 
to a specifies 
HR, KELLOCK: Well, tacking on a specific to 

an ad valorem makes 1t more constants 
THE COMMISSIONER: Why must you tack it on 

to an ad valorem? why must you tack on an 

aa valorem, something which is unfair and fluctuatin ° 

which increases when least needed and decreases when 

oS a most needed? 
MR. KELLOCK: If you start off with a lower 

ad valorem than you might have if you used a pure 

ad valorem, and use a combination of a lower ad valo 

and specific then you get a more stable rate of duty 

my Lord. That is their argument. 

THE COMMISSIONER; Yes, but I don’t understand |it. 
hi, MGROER : i think. you are confusing it with 

a minimum, They might have an ad Valorem, but, it 


5 30 should be & minimun Specific or a maximum specific a 
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& | in the case we have with the woollen foods now. 
It is a maximm of 50 cents a pound. I don't see 
the point in adding the two together. 


WR. KLLLOCK: There is this about it, my lord, 


5 that the virtue -- they point out there the di sadvant se 
of a pure ad valorem, but the virtue of an ad valorem 
is that it applies on value, and as you increase the 
fabrication of an article the ad valorem duty increasbs 
the protection, which is the virtue 6f’an aa valorem 

_ 10 duty, because that is what is intended, 
THE COMMISSIONER: They say the direct contrary. 
They say when your production is growing is when you 


least need ive 


thing. They are talking about volume, 

THE COMMISSIONER: if you are going to discard 
their argument it is alright, but you put it forward 
as yourse 

MR. KELLOCK:' I em not making myself clear, 
What they are talking ebout is the contrast in ad 
valorem duties on the same thing at different dates. 
I am speaking nox of an ad valorem duty on the same 
date on an article of different decrees of fabrienti 
25 Now, the virtue of an ad valorem duty in that situatibn 
on the same date is that it does give increasing 
protection to the inereasing fabrication which is 
the intention of it. If you have an article which 
is only one step toward the completed article then 


y 30 you need a lower rate, or 2 lower rate of ad valorem 
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a, Guty will give the necessary pro tettion, but as you 


imnerease the dezree of fabrication then you should 
increase the protection if you are going to protect 
the various persone employed. 

THE COMMISSIONER: Isn't that dimetrically 


opposed to what they say. They say when prices 


are rising and the volume of business igs expanding 
such a duty automatically prevides increased pro tectipn 
at a time when no increase is required, 


a 7a MR. KELLOCK: That is on different dates. 
is I am dealing on the sam date, Tam not dealing 
with differences in duties, I am dealing with 
differences in fabrieation on the same date. 
TNE COMMISSIONER: Of thé one article on the Sar 
Is || aate? | 
UR. KELLOCK: With different deerees of Pabritat on, 
and as you further fabriéate you have more people whe 
take part in the production of that artiéle to proteck, 
but the vice of it,a@s they point out, is if you are 
e 20 comparing as between different dates then as the 
volume and the price either #0es wp or down it 
dees not have the virtue of Biving the protection tha 
it was designed to give at the time it ought to give 
it. 
THE COMMISSIONER: It gives too much protection. 
“MR. KELLOCK: Yes, at one time, and not enough 
at another time. hep they ‘gay that a specific 
duty —— 


_\ THE GOMMISSIONER: They offer that as an alterna 
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Now, the alternative to an ad valorem duty is a 


specific. 

MR. KEILOCK: They say, my lord, as I understa 
the argument, that if you could sit down and take 
every item in the import list and design a proper 
and suitablé specifie auty for it thet would be the 
ways 

THE COMMISSIONER: Well, insofar as you find 
items where you can have a specific duty why not 
leave it at that? Why have an ad valorem duty as we 

MR. KELLOCK: If you could 46 that, yese 

THE COMMISSIONER: Is that not what they reall 
mean, that there are certain things where you cannot 
heve a specific duty and therefore you must put up 
with an ad valorem duty, however cumbersome ahd awkw 
and fluctuating it may work out, but’ where you can 
have a specific duty have thet. Isntt that what 
they neanY™ They don't say have both on the same 
article. 

MR. KELLOCK: I think they Go. As I underste 
the judgement it is this, my lord, that to aoply a 
specific duty -—- as your lordship says you may get 
some articles where you can do it readily -- 

THE COMMISSIONER: You have, or at least you 
had a very great number cf articles with a specific 
duty. 

MR. KELLOCK: With a combination. 

THE COMMISSIONER: With a specific duty. Is 


with a specific duty. Therefore it was possible 
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in those eases to fix a specifie duty. 
WR, KELLOCK: By a combination. 


THE COMMISSTONER: Why a combination? Why do 


néed that at all? Take, for instance, your carpets; 
if you ere going to say so much per square foot why 
do you have te say se much ed valorem? 
MR. KLLLOUL: I. suppose in carpets -- 
THE COMMISSIONER: I think that is whet they mednt. 
If you take an article which is incapable of having 
? a proper specifie duty fixed on it -- and carpet is 
nee hh ae is quite eunehte of it becsuse there it is] 
and there is the surface and you can divide it into 
squre feet or yards or inches, or weighk it, but if 
15 you haven*t such an article therefore you must have, 
very unfortunately according to them, this fluctueti 
unfair and awkward ad valorem duty, but only in that 
GAaS6. That is whet they must mean. Uniess thet 
is whet you mean you had better not rely on that. 
» 20 MR. KELLOCK: I have something in my mind but 
don'*t think I have besn successful in expressing it 
| properlys 
THE COMMISSIONER; You had better get the rest 
of their report and see whether you can find some thine 
in it which varies this, because as you refer to it 
MR. KELLOCK: Your loriship says carpet. 
THES COMMISSIONER: Well, I say carpet. . 
MR. KELLOCK: Just as an illustration; if carpe 
was a single thing then certainly you could say 


specific duty so much. I am going to exaggerate my 


— > 


eel a ae 

=~ ee, be gr . ad at [ = 

. a — te ae rae 3 ee a j - a 
hes Ps ' A) ; y “af sae 


yp iv sepyhs ¥ wigs a vt riba Mo ; 
. - .Ytub oftivage a xt of Senne. pm ae | - 
fete van -nmoctaedene ae zoom am | 
Ob wy Tao it on idmga &, wae AMMO ASTID THT 

et ertoo =HOY ,comstent tot ,eleT. hig papa 
é Xam {992 SMMMDR, POM, CARE 08.8 08. auton mem ere. St 
% Tsterolev be doom op yae of sved OX. eb 


— stograe at ecoqque I :X00Li0m, AM 


patvn 4 ‘te aicedk b *" on siete aed np 
Bt toqteg Due =~ #t #0 hextt yuh otttoegs meqotg s 
pigs exed? segpoad ti to Sidageo etiup at 2 sui ano 


CA ey oe 


ti ted tt Sytem =9 paodont : 70 poaapes ae, we 


2OVed Seum voy eretered? eLolsas as dove, t' seved soy 


Stenfoult etd¢ .wedd of yathro00s eteapezotms yxev 
[todd ak ylao, tad »Wub woroley, he itemwa bas Shadow 
t elt aaolau _fnom Tas xodt tedw at taf? «08RD 


sted? mo yiet tom tetted bad voy asom a, See aL 
ted fate ym ot aaidtemes eyad I. | 


+2 gntevorgxs. at futeesooue need andl I. nats 0b 


* Sd ; _e “% * 


. 
we 


teot edt toy sotged bed wor nono bene a as seid = | 


tt. OF 29% 0%. voy eat Lease. periagooed ae 


pe toqxee evse qideltol awe basta gic ll i | Pe 


- stontng, 180, Ziq hon VaR? ae 


Aaa 
7 sod) extpuLt 2.9 Mite q tee a er 


RR BEs109 w0y 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO - CANADA 17018 
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argument to make my argument clear. if there is an 
in 
infinite variety of carpets ---. 


THE, COMMISSIONER; Well, they.would all be carpets 
They would #11 heye to be jaid om the floor and measu 
though or you could weigh thems 
‘o MR, KELLOCK: . ---an infinite variety reguiring dif 
protection then you would have to have a tremendous i 
of prices --- 

THE, COMMISSIONER; Suppose there were; is it any ha 
to have aa infinite variety of prices per square foot 
an infinite variety of rates of duty ad valorem? 

MR. KELLOCK: They do not have an infinite variety, 

THE CUMML OOTONSR;, I thought you said you would have 
to have it. 

MR. KELLOCK; hat I om saying, if you are going to 
have a pure specific, as J understand their judgment, 
and without any ad vajorem -=- 


THE. COMMISSIONER: . I say that regardless of the qua 


| or snything else it is going to be 20% anyhow ad valorpm 


5 
» i" 
15 
») 20 
25 


| Valorem? — 


that J have; although we can measure it ond weigh it 


still we must sey that everyone of these carpets is golng 


to have 20% ad valorem. . . Why must you have the ad 


-oMRe KELLOCK: As I understand it it is this, that 


to have a pure specific is impracticable in view of % 


otremendous aumber of items which you have to have diffprent 


specific duties for owing to the complexify and the vafiety: 


of the construction of the articles in the textile 
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schedule. 

THE COMMISSIONER: I do not understand you. If you 
can follow thet up by saying that to meet this infini 
variety of complexities you should have a seale of 
iafinite and various ad valorem duties then I ean 
follow you, but you don't. You have a duty that is 
@ blanket duty, it is 30%, or 20%. You have 
Bot met any infinite variety factor there. why not 

) 10 fix your specific duty? 

* MRe KELLOCK: As & blanket item in the same wa 
S&S 4 pure ad valorem? Well, I suppose if you do 
that --- 

TSE COMMIGSIONER;I am not saying what is right or 
? WrOoNBes iam saying that is what they must mean here, 
MR. KELLOCK; Isn't this what they also mman? 
| Supposing you had a pure specific in the same eroup 
| where you might heve an ad valorem, you would have the 
e ) 20 same inequality or the same objection to a pure 
) specific because you have not sufficiently related it 
to the individual items in the group, but if you have 
a combination of the two which enables you more to 
relate the intended protection to the variety of the 
iudividual items in the group - that is the way I unden- 
stand it. 
THE COMMISSI NER: Although the ed valorem rate of 
duty is the same on all items, 
Sj 30, | MR. KELLOCK: In that group. 


THE COMMISSIONER: Well, we are talking of carpets. 
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WR. KELLOCK: ‘Taking the earpet item, or the carpe 


group, and T just edd this, my lord, that is the way 


I understand the judgment, and that is, 1 would under gtand ; 
the reason why we find it only in the tariff schedule. 
Tnen I go on to point out that in the United Kingdom 
tariff there are many illustrations of eompound éutie 
and I would submit it must be on the basis of experie 
for the same reason, that there are objections to @ 
10 simple ad valorem or . simple specific py itself, but 
you get tae advantage and avoid perhaps some of the 
disadvantages by combining the rate 

THE COMMISSL UNEN: “ben wes this report made? 

WR. KELLOCK: That was made, my lord, in 1935, in March 
4 of 1955, my lord. 


THE COMMISSIONER: Well, we will come back later, 


-« The Commission adjourned for recess. 
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~» On resuming at 2.30 p.m, 


MR. KELLOCK: The conclusion.of the Teriff bos 
es I set it out in the fectum wes theta compound du 
such asthose now imposed by the Canadien tariff upon 
meny textile prodwts may be regerded as ea tenable 
compromise", I have got their reasaig my lori, and 
they ere a little wider thai tT have in my fectun, and 
they ere not very long, Perhaps it would edvaneé t 
“matter if I just ree? then to your lordship, 

MR, MeRUER: Is this reference 83? 

MR. KELLOCK: Refereme 1, It is under the 
heeding of "Effect of fluctuations on raw material 
prices", 

THE COMMi SSIONYR: Where ave you resding frou? 

MR. KELLOCK: From the reesons of the Tariff 
Board, 

THE COMMISSIONER: Is thet exhibit 640? 

MR. MeRUER: No, just * portion of a Copy. 

MR. KELLOCK: Wheat is in 640 is in my foectum, 

I have the complete text of this section here, 
- THE COMMISSIONER: 640 is just pert of the sa: 
thing? 
MR. KELLOCK: Yes, 
THE COMMISSIONER: Wheat are you resding fran? 
MR. KULLOCK: The report itself. 
THE COMMISSIONER: And that is an exhiti t? 
MR. KELLOCK: No, my lord. I just borrowed this 


from the Tariff Board, 
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| THE COMMISSIONTR: Wheat dete is it? 
MR. KELLOCK: Zlst Merch 1925, 

THE COMMISSIONER: AL1 right, 


MR. KELLOCK: "Te effect of fluctuetion in rew 
meterlel prices on the incidence of ad yeloren md 
specific duties, Ag the yield of an aad valorem duty 
in cents per pound of cloth changes with every change 
| in prices due to fluctuating meterial velues, it is 
manifest thet a pure ed velorem duty sufficient to equp= 
lize conversion costs ona Ziven date mey become too ~ 
| hich or too low for thet purpose whene different 
Few material velue hes become reflected in prices", 

‘Then they @ ‘on to say what I have in my fsetum 
"The degree of protection provided by a pure ad 
velorem duty in an industry chereet+rized by wide 
fluetuetions in the price level of its raw matcrials 
is highly unstable", 

THE COMMISSIGNER: You need not reed sll thet, 

“MR. KELLOCK; Ali right, My lerd, | 

THE COMMISSIONER: ‘fhe point is this, They say 
here, “The specif ic daty is the right thing." We hey 
found from the exemples given us of the effeet of 
a very innocent specific duty, © cents a pound or go 
much s yerd, with the sem ed vwiloren duty as before, 
meant sn inerease of I don’t know how much, 80 or 90 
per cent, as the case may be. Now that is the board 
ree soning, 


MR. KELLOCK: This is the board. 'g res snning 2 
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Your ad valorem duty is there, don't touehit, But it 


THE COMMISSIONER; That is the board's reessoning, 


is not accurate or feir, beceuse when business is good 
prices go up, it tekes too much from the consumer, You 
meet thet by adding to his burden * specific duty as 
Well, NowI & mot sec any gense to thats That has 
been the effect of ite 
MR. KEL LOCK: They do not teke the seme ed 

valorem, 
6: THE COMMISSIONTR:  Wpet.ed valores would you teke? 
YO they make any specifie Fecomuendstiorn? 

MR. McRUEE: In 19.0 they increased tle ed velorem 

mid added a specif ic, 
THE COMMISSIONER: Where 9 duty of 20 per cent ig” 


15 
meressged io 225 per cent, and then 3 or 5 sents adézea 


aa added as an sddit jonel to the ad ve lorem, 
Simei 1 me, and a Specific, you &et e ttel ineresse 


about 90 per cent, is thet what the beard says 


4 the proper Wey to correct a Situestion when the ed 


i 
aAl orem duty runs you teo high? 
MR. KELLOCK: lL am dust trying to five you all 
Iilhead get Out in my brie f, and tO segregete the two, 
THE COMMISS TONER; If they mke Speahf io ce 
Pamendationg you had better go straight to theme 


the 
hat would be « concrete menifeste tion of their thought, 


25 ‘J 


If they have seid eny place, reduce your ad velorem 
fitan 50 to 10 end wt the Specific on, I would under= 
Sfend they are really trying to COmpronise, but if 


i) ‘30 MmiPY Sey, leave your 30 where it is and add to it 
; “ 
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I see no compromise, I see simply aiding to tre tariff 


burden. 
MR.« KELLOCK: This is. what the say: 


"To equalize the cost of a wide range of fabrics 


wi 


by means of a system of pure ly spe cific duties 
in : would necessitate the establisiment of hundreds 
ef purely swmcdfic duties, one for cach differen 
kini of cloth. The customs officials woe have 
to identify each kind of cloth impoted in ader 
to peescrite-impose on each cloth the prescribed 
specific duty. The obvious difficulties arisin 
‘out of the administration of such a sehedule wou 
render it quite impracticable, Ags an illustre- 
15 tion. of .the complexity inherent in a schedule of 
strictly specific rates, it has been conputed 
that « seale of specific duties on worsteds yarn 
to allow for differences in count, colour, twist 
and methods of spinning, would require as many 
ie 20 as.160 different rates, * 
And then they say that a compound duty of the two -- 
"SHE COMMISION Z23 Vell, that is where I do 
not follow them at all. They vi d up by saying bobh 
are wrong and fluctuate and have no solid foundation, 
-- the ad valorem, on account of what it produces 
in a rising market; and the specific, becguse there 
are no two th: samée But you must heve an sverase 
item, so they say, compranise that, have a fiat fisur 


iy a --of hothe. I. have show you what the effeets of those 
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MR, KELLOCK; What they do say, aniwhet I would 
submit and egrce with, is thet « purely specific 
uty is the proper thing, for want of a better word, 
but apparently from their experience, they say, from 
the multiplicity of differences in such 4 thing es 
textiles, one thing, you take the English of it ma 
you say -~ 

THE COMMISSIONER: 1 guite understand that. You 
need not repeat ite They say, to heve the specific 
alone you must have a different specifie for each 
article and then you get inte this multitude, which 
would not do, Likewise they say if you have the 
ad valoven alone that is wrong S00, because when the 
market goes up it becones Onsrouss Therefore, they 
say, have both, 

MR. KELLOCK: Shey do not say the specifie is 
Wronge 

THE COMAISSICN &; I know they don't, they say, 


have both. I understand the argument ;that is what 


they say? Is that what you are adopting? 


MR. KVLLOCK: Yes my lords ‘There is just one 


other thing I want to submit to your lerdship, but it 


has gone from me, 


THE COMMISSIONER: wGll, it may come beck, 

MR. McRUiR: It was not dealt with yesterday, was 
i t? 

Mike KELLOCK; Perhaps what I had in mind -< il om 


= So sire, in fect I think it was something else «= 
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Was this, that an sd valorem duty,a] though the board 


do not point out here the advantage of a pure ad velo 
duty, does have the advantage, an advantage they do 
not mention, but it élso has @ disadvantage. They 

5 say 2 ‘specific duty Gould be the ideal thing, but the: 
say the trouble with a purely Specific tariff schedul 


a= 


THe COMMISSIONER: They ado not leave much 
room for sny advantage in ad valoren duty, by the 
‘o 10 | language they use. 
me. KELLOCK: They do not mention it at «11, 
THE COMMISSION IG: they absolutely dam it. 
They say “The degree of protection provided by a 
 ~pure ad velorem duty in an industry charactcri-ed by 
al wide fluctuations in the price levels of its raw 
| materials is highly unstable", And they are talkin 
of textiles, They do not say a ap word for it. 
“MR, KEDLOGK: ” 1 know they don't, 
| i “SRE COMMISS Toni: “t thought you said they did, 
3 MR. KE LOCK; Neo, I said they do not mention the 
| advantage of an ad valorem rate, 
THY: COMUTSSION 2: Because thoy specifics lily 
rule it out. They de not say it has any advantages, 
as. || They say that applidd te the textile industry it is 
disadvantageous ; that is what they say, in en i> dustry 
as they describe the textile industry, “characteri zea 
by wide fluctuations in the price levels of its raw 


materials” an ad valoren duty is highly unsteble,. 


he 
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30 i am not debarring you from arguing, but you camot 
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use their argument, 
| MR KELLOCK: i was just going to Say, apart fro 
what the Tariff Board hes said ~s: 
THE € OMMISSIONER: Well, you are on better 
ground, | | 
MR. KELLOCK: I wes &dng to eu bmit that the 

advantage of an ad valorem rate by itself is this, -- 
ang for my own assistance i always like to teke an 

i ivetes tian. Take a coarse Carpet; there is very 
little labour in it: a 10 per cent. rate on thet ed 
valorem is equal to tem cenis specifie per dollar, 
You have got just one item in the tariff under the 
heeding of carpets. If you have a carpet that is 
worth ten dollars for the s ame unit of measurement 
you would certainly heave to have « different specifie 
duty, beeause ten cents on acheep thing walld form a 
entirely ingdequete protection on a dearer atticle. 
But if you have a 10 percent. ad valorem rate on 
both, that gives you 10 per cent. pioteetion on the 
first, which, on the sam date that you ere dealing 
with for both, is ‘adequate for that, anl a ten per em 
of the ten dollar article gives yo a dollar on | 
that, which is adequate for that. So the ed valoren 
method has the virtue or advantage of giving at any 
one time ecross the schedule the proper pmtection 
having regard to the degree of fabttcation of the arti 
ele. That is the adventece of it. But the di sadvantae 
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they say, in order to go through the whoke tariff 


material goes either up or dom and becomes reflecte 


in prices, it gets at an opposite result. So that 


schedule and fix a prover specific tariff on each of 
these multiéudinous items, you cannot do it, but if 


you take the same ad velorem rate you get the ad- 


vantage of that, whatever it may be; you take the 
specific duty ami tie it fre that, and then you apply 
them both as a single thing to the one unit which 
governs a wether of these varieties, You cet some 
of the of both and you avoid the dis- 
advantages, 

THE COMMISSIONER: We have seen, by the examples 
given me, what you 4@ get. You oak os very eareat : 
increase in the tariff; that is the net result of it 

“MR. KELLOCK: is that what your lordship hes 
in mind? That if you start off with an ad valorem 
rate and you increase the ad valorem rate, if you 
like, nie aad © specific rate to it, then you do 
otk ad course larcely increased protection, But doe 

it mot all depend upon the time at which you are 
fixing the rate, whether it is ad valorem or scifi 
the -retection that you want to give to the article? 

THE COMMISSION As Yell, of course, the tine 
is every year, I suppose you might saye 

MR. KULLOCK: It may well be. 4nd when I 
am arguing for the compound I am not necessari ly 
or cacmint: your lerdship understands, asking that 


in the ease now where there are only ad valorem 
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rates my protection be immedi atay increased by putting 


on some specific. I am only arguing, my lord, that 
at the time when ‘whoever the aut) ority is that is 
5 settling what the protection ought to be, at that time 
| the best way to fix protection which will last for a 
| time without these inequalities is by using the com- 
pound rates Ang I sutmit in support of that that 
that has been what we have done and that is what other 
{*) 10 | countries have done, because, as I say at the foot 
| ot page 13: | 
" There are meny exemples of canpound duties 
; and:.«. 
in the Customs Exchse Tariff of the United 
Kingdom which demonstrate that the British sovrqn- 
: ment consi ers duties of this nature necessary, 
(It will be noted that about half the tariff 
items in the United Kinedom Customs Tariff 
provides sistitie duties, 
|] iy cone lusion, on the fol ibwing page, my lard, is 
2 5 |that <— 
| "The effect of the whole series ef items ani 
duty rates and not individual items or perti- 
cular exemples must be considered. It should 
be noted that under amy possible scale of 
Guties -= 
I am repeating this, but it is importent. 
Nee some articles will receive more protection 
than others and some less than others, giving 


or 30 the Canadian mamifacturer an advantage in sae 
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"cases and the impor ter advantages in other | 
cases. tvaluting the present woollen and 


knitting teriff schedule as a whole, it will be 


noted that in 1935 about one fifth of everything 
Canada imports from Great Britain are coals sold 
in ¢ompetitién wit) this Canadian. industry or 
raw Materials for its further menufacturee It 
might here be noted that Canada has given Britis | 
eoods é Wréteddnds over foreign soods for sone 
forty years, am that the Imperial Conference 
at Ottawa was for the purpose of prmmoting 


Inter Mmpire Trade*. 


"Silk ané Artificial Silk butiess 

Figures showi ¢ the rapid growth of the silk 
and artificial silk industry in Canada have «ale 
ready been given; from employing 824 people in 
1917 to employing 10,888 people in 1935. It 
might be noted that employment given by custom 
Gyers servicing this industry is not inclui ed 
in these figures, nor the euployment eS in 
cotton mills in weeving artificial silk. 

While eértain lines of products made fran 
the ditterent textile fibres compete with each 
other for ¢onsumer demani this competition is 
probably closest between silk and artifici 1 
silk. Artifieiasl silk yarn is used in the 


knitting industry, the cotton industry, the broa 
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duty rate on such yarns is itself some measu 
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"silk industry and in the production of thraadp, 
ribbons amd SO OMe 

Aptificial Silks Artificial silk is a 
comparatively new fibre, and there is no mentipn 
of it in the Canadian Customs Tariff until th 
year 1925. The formulating of tariff items 
on this préduct has been a matter of evolutio 
and it is possible that some special pro- 
vision might be made for fabrics of artificia 
silk and cotten mixed, althoug it evih be 
noted that these mixed fabrics have become re 
latively less important as the development of 
the use of artificial silk has proceeded. 
(Exhibit 807). 

Duties on artificial silk yarns were plac 

in the Camadian tariff on the establishmant 
of « plant in Ganada to produce them. With 


regard to unprocessed or unthrowm yarns, tie 


of the protection afforded by the tariff to 
the manufacturer ef such yarns. Un the othe 
hand th protection afforied to the throws te 
weaver, and dyer and finisher depends on the 
spread Between the duty rate on the un- 

processed or unthrown yarn and the duty rateq on 
the further manufactured or finished product 
A statement of the duties on artificial dk 


fabrics or other goods without regard to the 


duties on yarns docs not reflect the 
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“protection efforded by the rates." 

THE COMMISSIOC TR: Have there becn.sny change 
in those rates? 

MR, KELLOCK: Yes, my lord. The old rete. on 
artificial silk was 60 per cents item 561. 
| MR. MeRU ER: This is on woven fabrics. 

MR. HOOPER: "@ are telking about yarns, 
561 is not right. 
rs is ne MCRJUER: 561 deals with woven fabrics, 
. MRs« KELLOCK: I - not talking bout yarns 
only. I am talking about yarns and fabrics, Item 
561: 

“Woven fabrics wholly or in vatt of arti- 

15 : ficial silk or similar synthetic fibres pro- 
duced by chemical processes, not to entain 
wool, not including fabrics in chief part 
by weight of silk, n.oepe” | 
It really means artificial silk and mix étre 

) 20 | fabrics. The old rate was 30 per cent ami the new 
rate is 27% per cents I should add to that, my lord, 
that taken out of 561 and also taken out of 523 e 
is a new item of fabries with cut weft pile. 


THE COMMISSICNER: How is it numbered? 


“i mRe KULLOCK: It is mumbered ex 523e ani 
ex 561 i 
HRs MeRUER: And what is the new number given 
to it? 
) v MR. “<LLOCK: The new number is 524a, and 


the descriptionis, "Fabrics with cut weft pile 
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"wholly of cotton or of cotton and artificial silk". 
t am instructed it is really velveteens and corduroys. 
The new rate is 5 per cent, and the old rate was 15 
per cent and we percent, depending upon whether it 
was cotton or artificial silk. 

MR. MeRUE’: Are th se made in Canada? 

WR. KELLOSK: Ne, they are not made in Canadae 

THE COMMISSIONER: are these the only changes? 

MR, EELLOCK: Yes, my lord, they are the only 
changes, That is on artificial silk alone, I am 
eoming to silk. 

THE. COMMISSION 2: Tes, we are telking about 
thate . There are mo changes in the yarns? 

MR» KELLOCK: I understood there was nothing 
elec... That is all of that my lerds So my lod, 
when you are dealing with an article such as an | 
unprocessed or unthrown yarn, © statement of the dut 
rate on it is all. that you need tq@onsider when you 
are cansidering the available protectione Sui when 
you ere dealing with an article fabricated from thes 
unprocessed or unthrown yarns, merely to say what 
the duty rate is applicable to the manufactured pro- 
g@uct is not sufficient, because the protection af~ 
forded to the mamfactured product is the spread bee 
tween the rate on that product and the rate on the 
yarn. 

HS COMMISSIONER; What do you say? Are you 
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rate, or it I have to buy domestically from an 


| 


dR KELLOCK; I say that when you are consider 
what is the protection on an unprocessed or an un tho fo 
yarn, 2 simple statement of the duty rate applicable 
the protection available at the moment, But. a simple 
statement of the duty eppliceable on a fabric meée fr 
Cui -nagreseenes or unthrown yarn is not. equal to a 
statement of the protection on the fabric, It is the 
eprent between the rate existine on te yearn and the 
rate on the fabrie which gives the protection to. the 
finished fabric. 

MR. MeRU R: Is that quite right? 

THe gees cay "hy c€0 you say that?. The 
raw mate rial in the world's market is there forall 
mamfacturers, ~ this country and competing coune 

triese If the raw material price goss up it affect 
your competitor as well as yourself, af it g0es dow 
you are none the worse ort; it has g0ne down for you 
as well an for your competitors. 

MR. EELLOCK: I am not speaking of my com- 
petitor. My poi tis this; that if I, the i mutecture 
af fabrics. have a rate of 15 per cent -= 

THE COMMISSI ONES: On what? 

| 1, KELLOCK: O8 my fabrics, am there is no 
duty rate on my raw material = 
| THE COMMIS TONER t You ¢ are setting it in frec? 
| like KELLOCK’ I em getting it in free, then 
15 per eens is my protection, But if there is a duty’. 
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rate on the yarn and I have to Amport and psy that duty 
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industry which ae that duty rate to exist in 
Canada, then my protection is only the difference bee 
tween the two rates, -- my particuler protection. 
MRe McRULR: NO. hat would not work out 
¢ ways 
THE COMMISSIGNE®; Many, many things com in 
to effect theres Dees your comoctitor cet Kis raw 
material free of duty? 
64) 10 MR, K LLOCK: You mean my domestic compe- 
6 titor? 
| THE COMMISSIONER: You are speaking of pro- 
tectlo.e Protection must always mean agzinst an 
outside competi tore 
15 | MRe KELLOCK: | Outside the country? 

THE CO MISSION R: How do your know your 
competitor is not paying duty on his raw material? 

MR. KELLOCK: I cannot kna@ thate 

THE COMMISSION™R: Until you can sey thaty 
until you know that, you cannot say whether or not 
your protection is being reduced by the fect that 
you are peying a duty on your mw materiale Perhe ps 
he is, too. 

MR. KELLOCK: Theat my be so, but my idea is 
this « For instance, we are talking about artifici 
silk and I compare myself to 4 anactauteategs! in Ita 
where there is an artificisl dlk yarn industry: 
then the manufaeturer in Italy gets his yarn there. 


HE COMMISSICNER: Utiless there is an exci se. 
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On it in Italy, 
Mk. KELLOCK: UWhiless there is excise, of course, 
THE COMMISSIGN’ 2: T Suppose there is. 
UR» KELLOCK: There may bee I do not know, 

x THE, COMMISSTONTR: You see, you get back te 
too many factors thet you tannot take for Granted; yo 
have got t@ g0 inte them, You cennot say, My pro- 
tection, which means prot 6etion agsi st such a com- 
oe titer, is reduced Sy So much; you do not know that, 

| To enor thet you mist Psst rina’ ss your competitor 
situation, 
MR. KELLOCK: I am satisfied with this sts te- 
ment of it, putti @ it econ ersely, that it is not 


true to say, if my duty rate on my fabrie is 1S per 


E cent, that that is necessarily coeequal te my pro- 
tection, unless you’ teke into cons iderstior these 
other things. 

MR. MeRUPR: YT think my friend is under a 
y 20 misunderstsndins there, If there is 15 per cent 


beth on yarn and on fabric, we will ssy thet on a 
pound of yarn it is 50 cents, He mekes that yarn, 
Fifteen per cent on 50 Cents wild be 7% cents. Then 
it is fabrie and it is worth « dollar, and his proe 
25 tection on it is 15 per cent; tha: is 15 cents on 
& pound of fabric, ‘and the yarn has gone into it 
and it has been increased in value and he has the 
reater protection, 


MWRe KELLOCK: That is exactly whet I am saying. 
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MR. M cRUER: No, you said it was the dif~ 

ference between the spreads 
| mR, KELLOCK: That is exactly what I am saying, 

the 15 cents on the fabric, if you get down te the 
specific, which is actual proection. 

THE COMMISSIONER: Are you not going too fa 
Aye you not saying that if you Bat pay duty on 
your maciinery you men are having your protection re¢- 
dueed; anything that comes into your expense wold pe 
reducing your protection. ,Are not all these thi 
taken inte consid eration by parliament in fixing your 
p rotection? 

MR. KELLOCK: I think they sre, 

THE COMMISSION R: Why single out one? That 
is the duty you pay on your raw materials. You ¢c 
have other sorts Of duty, and larcely those thingsre 
part of your case when you come and ask for protection; 


you got protection under those comitions and you 


E 


’ 
* Now we are sufficiently proeeted. You said that 
in 1930, for instance, Now that is fine. 

WR. KELLOCK: Perhaps I am not making myspit 
clear. My friend in his brief has a whole line of 
viva where he tekes the fabric and says the duty -s 
so much and the protection is so mich, I sey you 
eannot take that absolutely wiless you consider ot er 
facts, one of which is the duty I pay on my Trew 
materials 


THE COMMISSIONR: They have ell been 
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considered in fixing whatever it is, 20 or 30 per 
cent. 
MR. KELLOCK: Presumably so, 


THE COMMISSIONER: 


Well, undoubtedly se. 
Mie KELLOCK: I am directing this argume nt 
towards my friends presentation, because he ony pu 
the one side of it, that is the rate prevailing on 4he 
fabrics, and he dees not consider at 
I Si under in producing that fabrics 


I geo on to Yarns and Fabries, 


MR. MeRUiR: If my friend is presenting a 
Case against duties on yarns, I am all wih him. 

MR, TELLOCK: . I mast have a terrible time 
expressing mysolf if I ever suggested. that. 


“Yarns and Fabrics; 


ixhibit 807 gives the 
history of rates of duties on both yearns and 
fabrics of artificial silk," 

@ THE COMMISSIGNER: What. de you say about 
duties onaruse You are not in favour of free 
entry of yarns? 

Re KELLOCK: J 40 not think I am in a 
position to do that. 
THE COMMISSIONER; You are not adve ating 


that? E 


MRe KELLOCK: No, I am not advocating ite 
THE COMMISSIONER: You are in favour of the 
free entry of raw silk and raw eotion and thines of 


that sort? 
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Me. KELLOCK; I suppose sO. I supposs G+ i 


not cetting it though, my lod. 


THR COMMIS ION’R, You are in favour of takin 
the exci se orf? 
| MR. KELLOCK : YT am not vetting ite I see no 
signs of getting it, so perhaps that is academic, un~- | 
less your lordship gives me sone relief. 
‘Exhibit 807 gives the history of rates of dutie s| 
on poth yarns and fabrics of artificial si lke 
As appears from this exhibit the rates of duties 
were inoréased in 1950, Since that time, these 
a@uties have been reviewed by the fariff Board 
in the years 1934,°1935 and 1956 and es a result 
of the findings of the board there have been tw 
reductions in the preferential yarn duties and a 
| reduction in Mey 1936 innthe Sritish Preferentia 
duties on fabrics wich has had the effect of 
‘dnereasing imports from Great 5ri taine” 
So I submit again, my lord, my friend hassubmitted no 
evidence to your lordship to suggest why there should 
be a reduction, if the relative cos's of production a 
between the two countries is the same, ~~ 6& to why 
there should be a further reduction; and that situati 
is aggravated by the reduetion which was put in 
effect yosterday in the ease of fabricse 
"The Tariff Board hearing of fabrics, and the 
vate arrived at by the Tariff Board, and im~- 


plemented in the budget of 1936, was under 
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v } “article 1l of the Ottewa agreement, and the prese 
British Preferential rate is 50 per cent less 10, 
or 27 per cont net. ‘In the case of imports from 
Japen ‘the protection has been substanticlly reduce 

5 by reason of ‘the abolition of the fixed valuation 
of $1.25 per pound in the case of fabrics and the 
successive reduction in the proce laimed value of th 
yen which affects the amount of both the ordinary 
duties and thé eurrency dumpi ne iaw: 

wy 10 “As’a result of the increase in the rates of 

duties in 1930, the imports of both yarns and fabrics 

of artificial silk wee reduced, but since the 
ist of January 1936, these impor tations have in- 
creased. The increase in the ratez which took 
‘plage in 1950 d44 not Haye the effect of exc Inding 
impobts of either yarns or fabrics, any sige 
gestion that the existing spread between the 
British Preferential rates and the intermediste 
rates is excessive is ne gatived by the fact that 
imports are now and have becn in the past made in 
substantial quantities under the intermediate 
tariff although necessarily the intention and efe 
fect of the revisions made during reeent years 
heve been to divert a substantial proportion of 
impor tations to British SOUPCE Ss The sourees 
of artificial silk imports during recent years 
have been:* 
this is in pereentages,my lord, as between the Uni ted 


> 30 || Kingdom and other countries, 
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Yarn“  —* Fabrie 
| UK. Other U.K. $ Other 
\ 1930 Se4 94.6 45,0 57.0 
eI 19SE°° 34,7 62.3 42.65 57.5 
1932 ss«11.43 68.7 © 6543 3467 
1953 19.4 820 26 726 2744 
1934 $3.6 6654 51.3 4847 
4985 58.0 42 ep 6461 35.9 ” 
a 10 || - My Zeta, as regards the lest twoyears the figures afe 


simply reversed. 
MR. McRUGR: That makes a big difference to 
the confusion you draw afterwards. 

WARS KELEOCK: The lines are transposed. Th 
15 figare thet is opposi te 1954 should be opposite 1955 
In other words, the 1934 result is that 64.1 yer ee 
is from the United Kinpiom ani 355.9 from other coun 
trtes) end in 1955 51.5 per cent is from the United 

Kincdom- and 48.7 from other countries. 

THE GCOMMISSIONZR: “Well nowy, you show by tha 
table, do you not, that the swing of importetions he 
been from other countries to the United Kingdom? 

MRe KELLOCK: Yes, my lorde 

THE COMMIS ION’: You are not complaining o 
that, are you? 

MR. KELLOCK: No, my lords 

MR. MeRULRs When I discussed this matter I 
was pointing out that the table of percentages cou 


\ 30 not be taken as indicating anything very much unles 
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we studied the quantities actually imported. 

MR. KELLOCK: I propose to do thate 
~~ MR, MeRU TR: Just excuse me a moment. Your 

Lordship suggested that we should have a table prepared 
showing these quantities, and Mire Hocper has core that 
and I have it now available, so that probably my frien 
would like to have it. | 

UR, KELLOCK; I héve done it as well. Perhaps 

#5 you have got the same results as I have. 

UR. MeRUGR: Well, we have it very nicely done. 

THE COMMISSTON’R: We will make it an exhibit. 

MR. MeRUER:. Yes, my lord. The velue of 
imports into Canada for the enlendar years 1928 to 
1936, fabrics in whole or in part of artificial oi ike 

MR. KELLOCK: That is, both knitted and woven 

MR. M-CRUERs, Yese 

THS COMMESSTIONUR; That will be 1547. 

r EXHIBIT No.1547: fabulation of value of 

A\ imports to Canada 1928-56 
of fabrics in whole or pa 
of artificial a Ik. 

“MR KEILOCKs Tere are three items in the 
tariffs pe your figures include the imports in 
three items? 

MR. HOOPOR: Yes, Mr. Kellock. 

MR. MeRUM=: Then the next one is the value 
and Bs. oP of woven fabrics wholly or in part of 
artificial silk. 

a wis COMMISSION@R:; The first is just the va lupe? 
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mA MRe MecRUTR: Yes, my lord, 
THE COMMISSIONER: That is fo the same year? 
MR. BOOP'R: Yes, my lord, “eights were not 
given in 1928, 
: BAM BTT No.wi348; Yaiue and weight of woven 
i ear fabrics composed wholly 
or in part of artifieial 
Bilk, 1932 impor tations. 
MR. MeRUcR: The next one is the imports into 
Canada for the calendar years 1926 to 1936 of arti- 
fieial silk yernss <A Memorandum on it shows the 
ot yarns that were imported by Courtauleg and others, 
SAHI BIT NO 21549; Imperts of artifieial avd 
; yarn 1926 to 1936, 
THE COMMISSION 2; We have not here enything o; 
behalf of Celanese? 
si Mo. MeRUIER;: No, my lord, 
THE COMMISSTONE®; “het is your a ttig de on 
behalf of them? Have you anything te say on that? 
MRe KELLOCK: I did not heer thet, my lord, 
THE COMMISSIONER: About the Complaint made 
: Pr regarding the policy of the Celanese COMpDaNY « 
MRe KELLOCK: 1 have no instructions at the 
moment about that, 
WR. MeRUER: I think my friend is a little 
oi inclined, on behalf of his clients, to agree with USs 
Some of his clients were trying to buy. 
THE COMMISSION??; What is the pro tection they 
now have on their product? 
| MR. MeRUE*: ell, they have the full 
30° || protection of artificial slik fabries ang wm 
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THE COMMISSION Re Wel], they make their own 
yarns? 

wR, MeRULR: They make their owl yarnse Their 
yarns are 5 per ccht under the British prefer encee 
They have 28 cents & pound under the intermediate 
and general. 

THE COMMISSIONER: As tT understani it, a Tew 
of the other manufac turers here sey that they & ould 
not have any protection at alle 

MR. eRUER That they should not have any 
ereteetion at all was a view expressed before the 


Commission, and eartainly I contend that it should 


be very arastically reduced on acetate yarns under 
she intermediate schedule, because the relief camo 
come from Great Britain on aceount of the way it 
is organized.» 

THE COMMISSDONS:: I want to hear something 
about thate I have not heard fram the Celaneste 

UMRe KEILOCK: I can say this: 1 have no 
inetructions at ell to criticize anything that is 
in my friend's brief on that subject. 

THE com TSSION R: You just leave 1% at that 

MR» KELLOCK: Ys, my lorde 

THE COMMISSIONS Refore we file these two 
exhibits, is there anything to be said concerning 
what they show, =~ in 4 general way? It may save 
eoming back. 


wR. KELLOCK; I think 44 shows the same thing 
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as my percentages, except they show quentities, my 
lard. 
Re MoRU R: Yes, but we have them separe tef 
heres Take 1928 for instances The value -- 
WR. KELLOCK: What exhibit are you talking 
about? git 


‘wholly of artificial silk imported from the United 


‘Kingdom is $1,026,000, Those which are partly of 


partly of artificial silk. Well then your lordship 


MR, MecRUER: The value of the woven fabrics 


artificial silk, $5,416,000. Se your lo ddiip wifll 
—— 

THE COMMISSIONER: fhere is four am «4 haif 
million dollars of imports, under the to itams, 
of those? — 

MR. McRUER: Yos, my lord. 

THE COMMISSIONER:  Well,ht is not of much 
value unless it is compared to something. 

UR, McRUER: Then in 1929 the majority 
tie fabries, by long odds, was the mixtures, 


$3$366,000, wholly of artificial silk, and $4,491,0p0 


will see how they fell off after 1950, So that when 
my friend used «= 

THE COMMISSIONER: How did they fall df? 

MR, MeRUTR; Well, take from 1950, thet is 
the ealendar year, $4,567,000, 

|B COMMISSION’®s: In all? of bot ? 

WR. MecRUER: Yes my lord. In 1932, 91,798, 


in 1952 $1,413,000; in 1935, $1,102,000. When we 
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get down to 1954 it is $891,000. So when my friend 
es his percentages aed 

THR COMMISSION’: Is that as far as we go? 

MR. MeRUUR: Coming to 1935, it is $557,000; 
1936, it is *690]000.6 So when we get these percen= 
cages that show 64el per cent imported from the United 
Kingiom in ci as egainst 46 per cent in 1950, de- 
signed to show the great benefit the United Kingdom 
10 was getting we find that in fact the to tal impe rtation 
in 1934 from the Uni ted Kinedom amounted to $891,060 
as against $4,567,000 in 1930, It just shows the 
foolishness of these percentages in meeting anything 
in the question of trade, the volutic of trade@. 
MR. KELLOCK: I do not find in-the trade 
figures in my friend'tsbrief from start to finish. 

MR. MeRUER: I have not got any to mislead, 
thene That is one thing you eannot accuse me Of. 

MR. KELLOCK: dust on profits you mislead. 
a MR. MeRUER: Oh no, IT em very accurate on that 
-- distastefully accurate. 
_MRe KELLOCK: There is this to be taken inte 
consideration. Of course there has been a falling 
off. There has been & falling off of the industry i 
this country, and you must take inte consii eration, 
in considering the falling off which my friend men- 
tioned, the reduction in the value of the dollar and 
the falling off in the valve of the product itself. 
That is what I reslly mean, - the falling off in 


the value of the product rather than the velue of the 
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jollar. 

MR. McRUS:. Oh well, we have got the units. 

MR. KELLOCK: When I come ‘to the paragraph in 
brief which follows the table set out there, there . 
bs @ ehan:e I must make in the third and fourth lines 
|For the borran, when I come to them, because in writin 
shig. paragraph I had in mind the transposition of the 


figures in commection with the fabries in 1954 and 1955 


a “ * The result obtained in the case of fabrics duri 
a 1950 te 1955 should be noted. In December 
1931 e fixed valuation fér duty purposes was 
_pleced on the imports of artificial silk fabrics 
from foreign countries, but not on fabrics from 
15 Great Britain. The result was an immediate sub- 
stantial fallin 1932 and 1955 of the proportion 
of the import market supplied by foreign imports. agd 
a rise in the proportion supplied by the Uni ted 
Kingdom, but despite a continuance of these fixed 
a 20 valuations the trend was reversed in 1954 and 1955 
even thouc? there was a surteax placed on Japanese 
Goods" » 

THE GCQ@@ISSIONER: Instead of “when” you put 
“even though". 

MR. KELLOCK: Yes, and t strike out the woris 
"only shoved a trend the ot’er way in". So that it 
reads; | | 

"The trend was reversed in 1954 and 1955 even 


though there was a surtax placed on Japanese 


goods «" 
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Ra. MeRTTR: What has Japanese goods got to 4 


with it? We have got imports from Japan on this 


table. 

MR. KELLOCK: I am speaking ebout imports of 
Jepanese goods from Japane 

MR. MeRUCRs What have they cot to d0 with 
the swing away from Great Britain; because the table 
does not bear you out on that? 

wR. KELLOCK: The table does bear me out exac 

MR, MeRUER: In 1934, when the swing was away 
from Great Britain on account of Japanese goods ther 
were $56,000 worth, 

WR, KELLOOK; My friend does not strike out 
the wonis I asked him to strike out or he would not 
be fe the objection he is raising. 

| We McRUIR:; I am trying to make sense out of 
the thing as it was written. 

THE cot 1ISSIGH'S: bo you still refer to 
Japanese goods, or how does yow statement read now? 
"Despite a eontinuance of these fixed vsluations 
the trend was reverseé in 1954" and what? 

MR. KELLOCK: 

* snd 1935, even though there was a surtax pis ¢cpa 

on Japanese goods,” 

THE COMMISSIONER; Well, the surtax placed 
on Japanese goods was not until duly, 1955.5 — 

UR. KELLOCK: Yes, my lori, 

THe COMMISSIONS; Only from then on. “In 


spite of that". 
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MR. KELLOCK: Yes, that is right, "Even 
though there was a surtax placed on Japanese goois" 
in 1935. 


THE COMMISSIONER: And it did not affect ship- 


r ments until -- 
MRe KELLOCK: It did not affect shipments until 
the 15th of Novembers 
THE COMMISSIONS s; Sell, you see, you did not 
give them much time. ‘ 
» rs . MR. KELLOCK: That is right, my lord.- 
: . s 
"Both the fixed veluation and surtax ceased on 
the first of Jenuary 1936. 
It should be pointed out that in Great Britein 
15 the manufacturer of artificial silk yarn --" 
And my friend has drawn attention to thiss 
“ee pays an excise duty of 6 pence per cound when 
selline the yarn for further fanufacture in Eng- 
iand -- " 
a) 20 | THE COMMISSICAN@R: You say the British mame 
facturer says that? 
| | MR. KELLOCK: Yes, but he gets back twice as 


much when he exports. 


THE COMZISSION"2: He gets a bomis? 


That is a bomus on exportation. We cemnet do any- 
thing about that at the momente That is the sub- 
stance of that paragraph, my lord.e 

Then I come to Silk Fabrics. Before I leave 


2 || WR, KELLOCK: He gets a bonus when he exports. 
artificial silk fabrics I just want to point out 
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that. when my friend was presenting his argument and 
referred to the table set out on this pahe and read 
some figures into the record, those were figures for 
the fiscal.years 1939 to 1935 and they were only the 
imports under 1, 5 and 5 of the artificial silk items 
in thetariff. The figures my friend put in now will 
be correct, but the _— he put in the other dey | 
were not correct, 

THE COMMISSIONER: Has the new budget anything t 
say about silks? 

MR, K&LLOCKs Yes my lord. I ean give your 
lordship that. 

THE COMMISGIGNEX: You mean here pure silk, of 
course? 

MR. KELLOCK: Pure sidke 1 cum give your lord- 
ship that immedi ately. 


THE COMMISSION’: Where is the place for that? 


MRe KELLOCK: The next page, really, my tord. 
THs COMMISSIONER: All right. We will wait for 
it. | 

MR, KELLOCK: 

" Silk Fabrics: Since the establisiment of 
the 1950 and 1951 duty rates on silk fabrics, the 
silk industry in Gansda has undergone considerable 
developmente Exhibit 637 shows that in 1951 as 
compared to 1950 for fifteen mills producine silk 
fabrics, and not including silk throwsters or dyers 


doing commission work, the number of employees 
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"inereased by 4201 per cent, the hours of labour 
increased by 50.8 per cent, ani the yardage of 
gilk fabri cs increased by 7901 per cent, and 4 
reference to the figures given in the early part 
this factum denis with the development in the late 
yrearse aes 

fhe policy edopted in 1950, os expressed in + 
@uty rates then established, has therefore result 
in the building up of a silk industry in Canada 
and the previsien ef a substantial quantity of em 
ployment at @ time when such a result was parti- 
cularly necessary and desirable. 

The growth of the industry since 19350 has been 
accompanied by a downward trend in prices togethe 


with keen internal competi tion." 


" gat the seme time the expansion or increase in 
the use and decrease in the price of artificial 
siik has affected the demand for real silk and 
the producers of silk have turned in an increasi 
degree, (Evidence here referred to) to the pro= 
duetion of artificial silk fabries, alt ough the 
production of real silk is still substantial, 
Consequently Canadian producers have full foecilitibs 
for producing silk fabrics to meet the consumption 
of oust goods in Ganada.” 


With regard to Cut Pile Fabrics there was no 
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MR. MeRU Es What sbout the cham-es on silk? 
uh,. KELLOCK: . Wait. ¢ minute, I am coming to it. 
"There are.two tariff items covering cut pile 
fabrics, genereslly known as vyelvets and plushes, 
with pile wholly of silk or artificial silk,but 
not containing wool, the duty rates in which are 
the same as in the 1928 eri idden. There was no 
inercase in the duty rates in these ijtems in 
1950, ahe only change being in the French Treaty 
rate in 560c, where instead of a treaty rate of 
20 per cent the present. treaty rate is S28 per 
cent less 25 per cent, or net 24.38 per cent." 
THE. COMMISSIONA: That is the case to-day’ 
MR. KELLOCK; That ims the case to-day, my 
Lorde Then with regard to Ribbons, there is no change 
here. | 
"There are two tariff items covering ribbons of 
silk or artificial silk, but containing no wool, 
the rates of which are the same to-day as in 
1928. . There was no inerease in the rates in 
these items in 1930, the only change in the rat 
being .that in 1928 the treaty rates in both item 
were 25 per cent, while to-day they are S25 ver 
cent less 15 per cent, or net 26<75 .er ce Ge” 
Then if I might give your lordship the change 
which applies t the next item, Throwsters and 
Thread Manufacturers Items, which are silk cords and 


threads, item 558e. The old rate was 17% per cent 
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and the new rate is 15 per cente At the same time 


I will give your lordship the change on silk fabrics 
under item 560a. ‘The old rate was 275 per cent and 
5 the now is 223 per cent. Hith resard to throwsters 
and thread manufacturers items <= 
TH COMMTSSTOR Rs Pardon me a moment: is this 
rate here the British rate, or the intermediate, or 
what is 1t?. 
1 10 Mn. KELLOCK: Ne change in the intermediate. 
Just the British preferential in each ease; in fact 
in all these cases of new duties to-day it applies 
only to the British preference. 


THE COMMISSIONSR: De I understand then, are 


15 
you able to tell me that in so far as textiles are 
concerned they are having no revisions made in the 
intermediate and general rates? 
Mi. KELLOCKs Ch yes there have been. 
MR, MeRU Ks one Or WOe6s 
9 20 . | 
THE COMMISSION’: But in so far as those you 
are givinghe to-day, these are ell Sritish. 
MR. MecRUER: Seme of the cotton items, there 
is a reduction in the specific. Not in the wives: 
25 goods, I think thet is so, te will get that agai. 


THE COMMISSION: Rs I just wanted to make sure 
we are not dealing with that to-daye 
Ma. KELLOCK: oh Noe 
"From an examination of pages 384 ani 386 of the 
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intermediate and genoral ratese 


duty, thoughe 


‘five tariff items covering goods such as are produc 


\¥eetures The only changes in these four items in 
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“angust 2ist, 1956, 1% will be seen that there are 


by throwsters and thread manufacturers. The tariff 
vates in four of these liens remained unchanged 
since the revision in 1928, although there were 


changes in rew material duties used in their mam- 


this period was the troaty rate in item 958c, 
where the Intermediate rate of 223 per cent is now fn 
effect from treaty countries instead of 22% per 
cent less 10 per cent as formerlye One throwsters 
and thread manufacturers item had the rates in- 
ereased in 1930, but as the rates were then made 
the seme as the rates in the raw materiel item, 
the result was to remove any spread protect 
iikowis of ertificial silk yarns in Canidae 
This item 556d was referred to the Tariff Board a 
Board . 
in the Teriff report in 1936, impiimented in the 
budget of that year, @ spread in the Sritish pre- 
ferential of 2} ver cent was provided as betwea@ 
acetate yarn and thrown sectate yarn and 45 per 
eent on viscose yarn, but so far es the inter= 
mediate and general tariffs were concerned the 
throwsters finished product earries thesame rates 
ag their raw material". 


Therefore there is no protection as against 


WR, McRUTR: Well, there is 8 minimum spedifie 
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MR. KOLLOCK; Which spplies on both, though, doe 


MR, HOUPrS3 The ad valorgn rates are different, 

but om account of the specifie duty becoming operative, 

Why there is no difference, 

MRe KELLOCK: *s not that what I heave seid, that 

it is the same on both? 

MR HOOPER : tI just want to make it elear itis 

; Z she specific duty; you are not speaking of the ad vglore 
ee 0 | | 

ia puty. 

THE COMMIS ICN ms "Yes; you say "as fer as the 

tnutermediate and seidiine’t teriffs sre concerned the 

rowsters finished product earrics the sume rates as 

15 fpaeir raw mater{ai", 

UR,” KELL vA: Yese is that not correct? 

MR. MeRUER; That is not quite correct, You 

have an ad valorem whith is different but a minimum 

|necific which is the samée Mr. Hooper says, between 

ihe general and the intermediate, He mixed the inter- 

mediate with the general, 

MRe KELLOCK: My factum is correct, is it? 

he ste tement in my factum is correct? 

| MR HOOP"R: Well, not quite. 

NR RELLOCK 3 Well, all right. 558 states «- 

fiat is the item I am speakine of: it is -< 

*Devingt: yarns end warps wiolly of artifichal 
sill, or similar synthetic fibres, produced by 


Chemical processes, not more advanced than singles 


not coloured, with not more than 7 turns to the 
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“inch, under wank regulations as the minister 
may preseribe: (a) produced by cellulose 
acetate, 5 per cent Sritish preference, 50 
per cent intermediate, 35 ser cent general; 
provided that in no case shell the duty uncer 
the intermediate or the general tariff be iess 
then, per pound, 28 eents under the intermediat 
and 28 cents under the general; (b) neO.p. 20 
per cent British preference, 5° per cent inter~ 
mediate, 55 per cent seneral, proviced that in 
no case shall the duty unier the intermediate o 
the general tariff be less than, per pound, 26 
cents in the case of the intermediate end 28 
cents in the case of the general”. 
That is the raw material item, my lord. Now 558d 
is the throwsters iteme After he has done his wor 
and these rovings, yarns and warps wholly or in 
part of artificial silk or similar synthetic fibres 
produced by chemical processes, NseOepe, inchuding 
threads, cords or twists for sewing, embroidering o 
other purposes, not to contain silk; artificial 
silk yarns wholly or partly covered with metallic 
strip, ene send of which shall contain not less 
than 10,000 yards, under such regulations as the 
minister may prescribe". That is the finished 
product of the throwsters.e Now (a) produced 
whoily from ce llulose acetate, British preferential 


7% per cent, intermediate tariff 50 per cent, 
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general S5 per cent, provided that in no case shal 


the duty under the intermediate or the general 
tariff be less than, per pound, 28 cents intermedia 


Now, as I read it, those ark 


and 28 cents seneral, 


exactly the same up to that point. Then (b) n.o.p. 


just t ¢ same in both, 25 per cent, British prefera} ce 


intermediate 30 per cent, general 35 per cent, pro- 


vided that in no case shall the duty under the inte 


mediate or the general tariff be less then, per 


pound, 28 cents intermediate ani 28 ecnts 


general, 
And as I look at the former item, the raw materiel, 
itis exactly the seme, so I do not sce what 48 wro 
with the statemmt in my factunm. 

Re MeRI'R:; What is your contention? That 
the duties on the unthrown yarn should be reduced 
that the duties on the thrown yarn should be Tn- 

MRe KELLOCK; I am not making eny contention 
at the moment. 

MR. MeRU'R; I thought it was put in here f 
a purpose. 


CCK: it is put in here for a surpes 


I first answer your contention that my statement 
was not right. The purpose of it is to show the 


necessity for the spreads between the raw material 
of the throwster and his finished preducte 
MRe MoRU Rs Do you want the spread by, 


yarn? If it is te be of value fo the commission 
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‘ | ’ 
I should like to know, beesuse I want to deal with 
ite 7 

MR, KYLLOGK; . Perhapa.T ata not°have your 
contention when you were asking in «& blanket way to 
5 SHY 


have duties redicede What was your contention? 
| MRe McRU Rs: I think my contention was thet 
rns, eit longs spune yarns; are too hich, because 
they tied &. Tew material, and that they obstruct trade 


by heving high duties like 28 cents a pound on raw 


materlalse 
Mt, KELLOCK: » Lsuppose my Jord, it pets dom 


to this. — 


MRe MeRU Rs .I want°to Know if yOu agree with 


IS lime or note 


{HE COMMISSIONER: That is, Under the inter- 
mediate and general tariffs, 

UR, MORUER?. . Yom, 

MRe KELLOCK: I supsose it cets down to this, 
that under the intermediate and Senerdl teriff at 

he moment the throwster has “no protection. Now 


f the yarn manufaoturer is’ td have his prot ection, 
nd the existing lev-l is the proper one, if the 


hrowster is io have any protéction «at all, it would 


7 ave to be by on inerease of the intermediate and 
ih © general rates. 
MR. McRUERs: Well then, am I not Tight in 
is, that When you were cross examining Mr. Howson 
| 39 “th reference te certain silk companies he deslt 


mth, you contended that somepf those companies 


ou0tl- 
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‘Ps ; 

were chosen as showing abnormel profits, tmt he had 
picked out certain companies in which profits were 
higher than the other companies, and you contended 
that they vere engaged In throwing silk and that they 

5 ought not to be taken Into eonsigerstion slong with 
the other companies; thet they aid throwing besides 
the other eperations, therefore their profits were 
higher. 
“wR, KELLOCK: No, n0- 

Bor) ae MRe MeRU He First, wes it not a fact that you 
sontauer thet Mr. Howson ought not to have tjeken 
that in with the other ¢ompantes, taken in the ones 
that did throwing? 

Ma. KELLOCK? If my friené wovld let me come 

{ plete the answer I started to make, -- I think 
what my friend hes in mind is the Belding-@orticell 
oenpaily. | 7 


WR. Meth: Nee 


a de | wun, KELLOCK: Wait a mimute. 1 have the gree is 

difficulty in addressing the courte 

MR. MeRU TN: I have not that in mind « I know 
what I have in mind. You may <0 on and contend 
that I have, but I have not. 

25 | MR. KELLOCK: T still want to answer tle ques- 
tion as 1 understand it, and if I de not answer it, 
ask me another Ones 

WR, McRUSR: Then don*t say what is in my 
mind. 


MR. KELLOCK: My contention in cross-examinin 


es a. 
bed of stadt .et iter Reniids eatiwoda ee Hoaods ete 


(<etew at Mere footie a} ‘8 atasdmoo. nhatzes Jue bow ote | 


yes gant baw Xife aatt words at boscume otoM vodt tedz | 
tt fw nnofe okt erebtanag of nt flexes 


’ | 
Seilged. aatword? 825 Yom? fadt aelneqace — ait | 


otew etitogd tted¥ siotoreds ru0f areg0. xei0 ede | 
. stedg ig | | 
9 Off —_— 100110 ys a | 


“O% tedt teats tom $F daw ora 


if 
| 
: 
| 
+h Uses a | 
| 
| 


feist eved of ton #dgu0 aoewall 21H Jedd bomoza09 ! 


seme off al getss + Sednerew@e tesa < tt it ter ak rand 


Sgat words BIS tats | 
fy 
q 
“Mes aM vel Birew fysget We Pl 2061 oy 


anigds J a= .atom of hefzate I sawens ota ‘piste 


sleatiroBeguteter ems #l Gata «if eat Saetss um dada 


meee | 

ih | 

oon 22 URW +0 | 
Peete edt eved. 2) -etembea etal | moO 


_— off Sitieessbhe at Wiver ty 
wom I obake mh rats tei edt r yn tno + 


baot nee bes amon yor vot LSnbe ae oven I tote = 
ston oved ttod ered T sane a 

teonp st tevers oF faaw Fite y ; Meare ce 2 a | 
| ¢tt Yona tom ob Ltt pee 9? Hesdsyobep r en not 


a a Ca 


obito dedtune om fan | 
Ve at at dade yan seen Wego legion } 


Sy REET ONO NE TB a a | 


i 
. 


ya sa vs os pe 
sess ianiaiidiad! ‘aaeag a + I 


a a 


“|| 


i> AaPees . i | 
hebasineo voy fis eS6inng noo — hood —— nod at | | 


MY i 
i a 


ec 02 tom sguy | 


zt 


el 


~ 
6? 


oc 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


RErorTer 
TORONTO — __ CANA -17060- 
Mre Howson was that when he included the Belding- 
Cortkeelli company in the Sroup of silk companies 
and Wes attempting to compare the results of the 
. operation of that compeny with the results of the 


Operations of the other silk companies I objected 
to that because I said that the Geldine=Corticelli 
company sold direct to the retail trade, and ace 
cordingly hei a much higher selling expense, and thkt 
it was not at all 2 comparable company to companie s 
which were purely nanufeeturing silk cottons, 

MR, MeRTERs That hes nething to do with 
throwine. 


MR. K®LLOCK: Will you please nat interrupt 


15 me? 
We MeRUCR: You are dealing with «nother thi Pe 
altogether. 
MR. KELLOCK: Yow can rémain a sentiemane 
THE ‘COMMISSION’R: “ Yes, ‘I remember that you 
o 20 raised thet point. 


WR, KELLOCK: And Mr. Howson's answer to that 
was, Well, the grouping in the Price spreads Com= 
mission hed been the same, and he followed it, and 
I pointed out thet that was so, but thet Mr. Glasseo 

‘ had given evidence before that commission pointing 
| out the difference between the Belding-Corticelli 
company and the other companies. 
THE COMMISSIONER: The sole difference, then 
o | you have in mind, is thet the Belding-Corticel li 


company selis direct to the trade and has a larger 
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we 
selling expenses 

MR KELLOCK : A larger distribution expense. 
hod os i solwkel out, my lord, in connection with | 
all these sections, that if you have companies, 
taking the silk companies, that throw and spin and 
weave and dye and finish, -- they do all that -- 
and you gét afiother one that only does one or two 
| ‘or three of these operations, you must bear those 
oo fo things in mind in comoaring the results of the two 
és ! companies. | Thal is always present whether it is a 
silk or. a wool or a knitting groupe . 1t depends on 
the degree of fabrications Have I answered my 
friend's question? 
M5 | UR, MeRUSR: No, my friend has not answered 
the question because he has dealt with an entirely 
different point altogether: 

Re KELLOCK ¢ What was your point? 

i | HAe MeRUER: My point wos in the cross 
o 20 examination of Mr. Howson; I think it was with re- 
gard to the Dominion Silk Milla Limited. 

MR. KELLOCK: I do not even remember thate 

MR. MeMUR: The point is, with regerd to 
, one of the conipanies my friend raised the point that 
. this company did throwing and therefore + should 


not be taken 4s in the same elass as the others 


when you are considering the profits. 


Page 17065 follows 
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THE COMMISSION: R: what reason? 


MR. MeRUZR: Because evidently the profits from 


throwhg were greater than the others. XI, will have i 


looked ups . 1% had nothing to do with the other queqtion 


i he raised. i was talking about throwing,not about selling 
directly to the trade. 
MRe KELLOGK; . 1 am also reminded that another diff rence 
in connection with the Belding-Corticelli Company is that 
> me they do not make breed silk at all. That is another reason 
. | they were sot comparable. ZL do not recall ghat my friend 
mentions, but if he looks up the evidence I will be very 
Glad to do what I can. 
MR..MGRUER;. I am talking about throwing, not broa 
15 


Silke 
WR. KELLOCK: You are throwing something at me [I 4 
not understands 
UR.,MecRUER: . It was you threw it at Mr. Howson. 
2 2 THE COMMISSIONER: I think you both pretty good 
throwsters.s 
MR. KELLOCK; My jord, I come to drawbacks, 
"There are two drawback items which effect 
silk and artificial silk duty rates, Drawback 
item 1013 provides a drawback of 65% of the duty 
on fabrics of silk and satin, embroidered and 
embossed chiffon, casket gimps and fringes 
when used in the manufacture of burial robes 


and drawback item 1012 provides a drawback of 99% 


eof the duty on woven fabrics in the web when used 
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inthe manufacture of linings for hats and ezps, 


4s already submitted, compound duties, that 


is a combination of ad valorem and specific 
rates, are a necessity in the case of all textile 
because of the wide fluctuations in the cost of 
the various kinds of raw materials - wool, silk, 
cottons This fact is recognized in the Usited Kinadom 
tariff," 
3 ea THE COMMISSION 'R: Well, we have already argued that, 
Je MR. KELLOCK: Yes, my lord, 
THE COMMISSICNRR: We will take a little time. 
-- Commission edjourned for recess, 
-- On resuming: 
15 
MR. KELLOCK; My lord, I would like to deal with 
my friend*’s brief where he deals with the same subje 
matter, that is, tariff proteetion in part 3. I 
refer to begin with to page 43. My friend sets 
S) 20 out there a mumber of things he says it is convenient 
to determine, and the third is as to whether or not 
employers of labour shared the privileges granted to 
them by the customs tariff laws of Canada with worker 
and I just remind your lordship of the evidence which 
is that the Canédian employers did share the privilege 
THE COMMISSIONER: Of course, he limits that by 
an alternative. 
feeor have they on the other hand purchased 
& 30 their labour in the seme manner that they would 


‘purchase raw material in the lowest markets of the 
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Dominions". ~ 


MR. KELLOOK: Yes, my lord; Iomerely want to tie in 
that to the evidence which is before your lordship th 
the Canadian Textile manufacturers heave bo pay 607 
higher wages than the textile manufacturer in Great 
Britain, 

““THE COMMISSIONER: Well, suppose we take that for 
granted, .. 

UR. KELLOCK: 60% and up. 

» THE COMMISSIONERY ‘Swppose we take that for grantefi; 
that does not cover the whole sround « 

MRe KELLOCK: It @oes not cover the whole sround. 
of vourke; 'aye retee—L 

the COMMISSIONER: © T a0 not say 4t does, but it 
still may leave the industry here in this position 
that it cannot pay its workers such wages as should 
permit him to try to fumetions Tt is not necessary 
to Say we are giving him 60 per cent. mere than he 
gets some place else, 

MR. KELLOCK: Of course, my friend does not touch 
the point I am touching, He is only speaking abou 
domestic wages in this country. 

THE COMMISSIONER: That is what I say, you see, 
Domestic wages in any industry in this country mi ch t 
vetter than what you can point to in any other countr 
Yet the industry mgy be of such ea kind that the wages, 
lazing regard te the way we must livé in this country, 


you must have lots of shelter and elething and substankia 
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food,and so on, that you cannot, notwithstanding everything 
carry on your industry here and do justice to workers 
There is a possibility of that. He seems to say 
there that if you purchase your labour as you would 
raw material, that is, go to the lowest market in 
Canada to cet ith that is not doing justiee to the 
worker, 

MR. KELLOCK: I don’t know--- 

THE COMMISSIONSR; Bead the whole thing, It is al 
one sentence. . He says: 

"It is convenient to determine if the employe 
eflebour shared the privileges granted to them by 
the Customs Tariff laws of Canada, with workers, 
or have they onthe other hand purchased their labdur 
in the same manner that they would purehase raw 
material in the lowest markets of the Dominion." 

MR. KELLOCK: My lord, in order to deal with the poin 
my friend reises specifically I just tie in with that 
what I have pointed out in my brief as to how wages 
paid in the textile industry compare with other 
industries in the country, and 1 have given your lord 
ship an exhaustive analysis of that in my factume 

THE CCMMISSICNER: But that is not meeting it, 
simply comparing your wages with thoss of other counties. 
MR. KELLOCK: I have given in my factum how my 
wages compare with other industries in the country. 
THE COMMISSIONER; Oh, I beg your perdon? 


BR. KELLOCK: I have dame that exhaustively» 
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MR. MGRUER: That does not meet the question of the 
sharing of the privilege. I deal with the question 


of the profits this industry has made. 


Tae COMMISSIONER: You put it this way, have they 
wtih the workers the benefits of the Customs Laws 
or the only Thietnak bes you put there, have they deal 
with labour, purchased it o the eaneie ieaemaiee as they 
would ren mihireachs Then, you refer to the wertadon 

Textile Company’s Brief about that. 

ng MK. McRUER: Yes. 

“THE COMMISSIONER: Some thing Pilea eve you found 
uhores what is it? | | | : 

| MR e Me RUER: they vottirhd ean purchased their labour 
ct in the iowest market. 

Tae COMMISS LUNER: That is the thing you were deali 
with dad Ph ata in, Just a minute until we see what 


Dominion Textile say, 


es 


MR. KELLOCK: I ones’ what Mr. Gordon ii 

MR. MoRUIR: Tt is in the brief, ens, 

MR. KELLOCK: It is in the brief, 

MR. MeRUGR; Page $2, about the third me ragraph: 
"Labour's share in the rewards of industry is influda- 
ced not only by the relative plenty of scarcity 
of the different agents of production, but also 
by the relative plenty or scarcity of the different 
kinds of ijabour. This in part accounts for 
differences na the levels of earnings of different 


kinds of groups of labour. Facts and circums tances--" 
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| Then, at the end of the paragraph; 

"If the number of any group cf wage-earners, is 
low relative to the addition msde by this group 
to the production of market values, their wages 


will be high, and vice versa, The determination 


of their wage level is an indepdndent process." 
Also at the top of page 35, the first paragraph on page 
Owe 
> | ae THE COMMISSIONER; You mean in this connection it sh 
| jbe low, that there is no fixed demand authorizing 4 
|}Gefinite aumber of workers of any particular kind, 
The demand varies with the coste 
a MR.» MeRuer; Yese 
THE COMMISSIONER: When the cost becomes uneconomic 
the larger number of workers wili be decreasede 
on the other hand if the efficiency of the workers lea 
to greater productivity and greater return to indusiry 
6 20 i144 will lead to higher wages. Well, that is what t! 
‘|\Dominion Textile has to say. 
MR. MeRUER: And at the foot of the page ¢ toos 
"The fact that an industry is granted tariff pro- 


tection is not a reason for which employees in that 


25 
industry should be paid upon a higher level than 
itor sachet groups. The Primary purpose 
of a tariff is to permit the establishment within 
a country of an industry otherwise unable to exist. 
30 


The Object is not to favour one group of employees 


any more than one group of employersy by permitting 
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such group to enjoy a fayourea and uneconomic 
position within the eountry." 
I think that is precisely what it does very often for 
the employers. , | . 
"The purpose is to provide additionslemployment - 
at a scale of wages in accordance with the level 
of economic development in the country, as well 
as to round out its industrial activity. 
if the imposition of a tariff was for the 
purpose of Ang gi the wage level above the 
average in similar or other industries, then such 
tariff would not be necessary." 
I don't just quite follow that, 
fHE COMMISSIONER: I don't understand tit, 
MRe MeRUER: Mr. Heward will probabdy explain it, 
THE COMMISSIONER: Ee sags it is intended to enable 
Gomestic industry which is tw be granted protection 
to employ labour at what approximates a narmal wage 
having regard to economic conditions in the country. 
Anyhow, what is your position, Mr. Kellock? 
MR. KELLOCK: I point out--- 
THE COMMISSIONER: We will have to hear Mr. Heward, 
Re KELLOCK: Yes, my lord, I point first 
to the language that my friend adcepts that the 
employers of labour should share the privileges to 
them, I have @lready dealt with thet, my lord, 
My friend seems to think that the mere existence of 


a tariff to enable industry to operate gives the 
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eo industry something in the way of a fund, as he express 
ed.it elsewhere, thet they Bave got a fund in their 
hands that they can spread around a little bit more 
freely than an industry, if you can find one, that 

is not related to tariffs. Now, my subdmissia is 
that a tariff is put on to enable éndustry to ope ate 
at all, not to get give it extra money. My friend 
seems to think it would operate anyway and the tariff 
simply gives it this extra funds I do not think 
that can be substantiated st all, my, lord, Tariff 
simply must be on the theory that it enables industry 
to operate in this country whereas it could not operat 
at all if the tariff were not there, 

THE COMMISSIONER: You see you must get back to the 
fundementalsSe Why should an industry be encouraged 
te operate here where it cannot operate naturally, 
where it must have the protection of the tariff to 
& 20 operate and must be allowed,pherefore, to Gemand from 
the consumer a price for his goods higher than his 
free trade price would be, You cangot say that is 
in order to wake the shareholders wealthy, You cans 
say thate You say,"Well, it is because it does goo 
to the community, "and one of the things they might 
do in the way of good to the community is employ 
a large number of workers« 

MR. KELLOCK; At good wages. 

& 30 . Tis COMMISSIONER: At good wages andunder good 


conditions. If they say as far as wages are 
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conterned we are going where we can get the cheapest, 


10 


15 


and that is as far 6s we are concerned about waces 


it seems to me that is a very inadequate answer, 


MR. KELLOCK: My lord, I do not think that is what 


Mr. Gordon says in his evidences, That is certainly 


not what this industry I represent says. 


THE COMMISSIONER: I do not say it is. 


have to hear from Vr. Heward, 


we wil 


MR. MeRUER: When I addressed myself to it I msde 


the stetement and I think I recollect both Mr. Gordon 


and Mr, Heward saying behind me "Rxactly 


right,” 


MR. KELLOCK: Yell, they will speek for themselves, 


The mere existence of a tariff apart from the height 


does not enable an industry which operates behind 


that tariff to pay better wages merely because of that 


fact than an industry, we will say, that has not got 


a tariff, You may enable an industry to pay better 


wages, and increasingly better wages by increasing 


protection, and no doubt one of the things your 


lordship is doing here will be ascertaining from the 


results of the companies behind this tari 


ff wall 


whether or not the proportion as between shareholders 


and Labour has been too muchs 


THE COMMISSIONER: Yes, there are many things to 


be considered, 


In granting you a protective tariff 


the Government deprives itself of revenue that it wou 


| get fran a purely revenue tariff to begin with, and 


that is one of the favours given yous 


Now, in 
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return for that the question is "What are you giving 
the community and doing with the workers," the way 
you treat them in rezard to wages, 

MR, KELLOCK: They get employment, in the first pla 


THE COMMISSIONER: You might get an industry - I 


am not saying your industry at all - you might get sou 
place where the government would say "Yell, you wuld 
be better off if we simply pensioned these workers 
and took our revenue out of the tariff and let the 
industry go." 

MR. MeRUER; Some ecohomists argue that, 

MR. KELLOCK: Some economists will argue many think 

THE GOMMISSIONER: In order to show that the. basi 
is that this industry eannot thrive in Canada without 
a protective tariff, thet is, without the right to 


ask the consumer to pay more than he would pay under 


a free trade policy, to tex him direetiy On the textiles 


he purehases, in order to justify that you must show 
what good you are handing back to the community. 
You begin with the workers. Well, all right, what 
are you dcing for the workers? .. How are you deal- 
ing with them? 
WR. KELLOCK: I have been all through that, my lord, 
| and I do mot want to repeat anything what I said, 
THE COMMISSIONER: I know, but you raised it by 

going back to Mr. MeRuer's factum. Mr, McRuer says 
if you simply purchase your labour as you would raw 


j Mateeiet ¢ in the lowest markets, then you have not 
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I say my friends would nave te. geo further than that 


given & proper return to the coumunity for tne advant 
you have got in the way of a protective tariff, 

MRe KELLOCK: My industry, my clients --- 

“THE COMMISSIONER: Do you rely on that? 


MR» KELLOCK: I say my clients are not saying that, 


and show that even if I was doing mat tein the resul 
of the pretective tariff enables me ic do better, 

THE COMMISSIONER: What is. that? 

uns KELLOCK: My friend would have to say--- 

THe COMMISSIONER: He says more than that, I. thi 
He says if all the result of this protective tariff, 
which has the effects I just gave you, is to enable 
this industry to go into the cheapest markets for 
labour and take its labour there, end let it go at th: 
then it is not worth protecting» | 

MR. KELLOCK: You mean the cheapest market in the 
country? 

THE COMMISSIO. ER: The argument in that ease is it 
is act worth protecting. If you are simply going 
to treat labour as you would rawhaterial, leaving asi 
all question of human dignity, just as raw material 
buying it up wherever you find it cheapest, then his 
argument is you are not worth havinge 

MR» KELLOCK; I sayy in the first place, my frien 
has not shown that. 

THE COMMISSIONER: Do you say you are worth having 


if that is your position? 
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saide I have analysed the whole situation as to our 
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MR. KELLOCK: © I say that is not my oosition. 


THE COMMISSIONER: Show me it isn't, 


MR. BELLOGKEs I Go not want te repeat whet I hev 


employments» 

THE COMMISSIONER: You have come back to it, 

MR e KELLOCK: I am coming back to it, but perhap 
for a different purposes J am comiag back to it 
for the purpose I mentioned originally, and that is 
just to point cut to your lordship that I am paying , 
whatever my comparative payment may be as compared to 
other industries in the country which I have Gesit wifh, 
I am paying 60% and upwards more than my chief cormeti- 
tor in many lines, That is ali I wanted to say, 

“THE COMMISSIONER: Nell, all right. 

MR. ELLOCKs Then, my lord, at the foot of the sa 
page my friend says that --~ 

THE. COMMISSIONER: Always remember, though, that 
from the real point of view your competitors’ worker 
who has to live on 60% less wages than you have given 
your worker, maybe living much better at that, and 
under better conditions, ~ “So you don't answer tha 
at all by saying we give 66 per cent. more wages. 

MR. KELLOOKY I de, my lord, in this way, it is 
very rélevant in this way that when the goods of that 
worker reached this country then the only thing that 
concerns me from a ee competitive point of view is 
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the dollars and eénts I have to pay to produce the 
same article, al though from the standard of living 
of the two wage earners what your lordship says is 


perfectly correct. 


MR, McRUER: May I interrupt for a moment” you day 
that it has not béen established as the autho’ in whiqh 
they purchase labour, Mtr, Gordon in his evidence |--.. 

MR. KELLOCK: Phat is only one company. T would 
prefer that Mr. Heward should deal with thate Mr. 
Gordon does hot” speak for the industry. 

THE COMMISSIONER: Mr. Gordon said in regard to 
a eertein class of skilled worker that he gave them 
what they would get some place else, For instance, 
he has 4 man equivalent to @ man who might do the sam 
work in a garage. Well, he says he would give him 
what he would get if he want to work in a garage, 
That is the evidence as to $k certain classes of 
workers, but insofar as that company is concerned we 
had better let it etna: 

MR. KELLOCK: I think so, 

‘THE COMMISSIONER: All right, go on. 

MR. KELLOCK; At the foot of page 45 my friend refers — 
to a large number of exhibits prepared by Mr, Hooper 
designed to show the extent of the protection afforde 
to the fextide Industry in Canada by the main tariff 
items esaffecting the importation of textiles into 
Canadas New, my lord, from there on throughout th 


piece so far as concerns the first articles which my 
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friend deals with, namely cotton yarns and cotton 
fabrics, the exhibits he refers to, with the exceptign 
of two - or I ey say four - deal with tw article 
in the case of cotton yarns. They all deal with 
articles of yarn and I am dealing with cotton yarns 
first, yarns which came, or which might have come fro 
the United States. | The exhibits do not show that 
they were actual imports at all, I think, as a 
matter of fact --- 

TEE COMMIT USLUNAR: } think it was explained at 
the time this evidence was put in that it was to show 
what the Canadian consumer was being deprived of by 
the tariff, what he might get from the United states. 

MiRe KELLOCK: Well, I understood, my leré = 

THE COMMISSICGNER: Wasn't that your purpose? 

MR» MeRUER: Yes, of course, and to show the mill 
spreads heres 
+ & THE CCMMISSICNER: What the United States market 
would have afforded without this protection, and what 
advantage home industry was taking of the tariff to 
make profits, by showing the mill spreads. 

MR. KELLOCK; And also, as I understood it, my lor 
what the tariff was costing the consumr, but they do 
not touch that, these exhibits from the Ugited states 
do not touch that because our imports were not coming 
from the United StateSe They were coming from Great 
Britain, and thet is what I want to deal with. 


THE COMMISSIONER: Quite righty if the imports 
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do not come well, you cannot say this man imported 
“and thet man did, and there is a difference, but the 
argument there is they did not import because the 
tariff exeluded them, 

MR.e KELLOCK: Prom & particular country, but they 
Gid import from Great Britain, 

THE COMMISSIONER: Yes, because the tariff did not 
exclude them. 

3 Wr. KELLOCK: ‘Thereforé the se exhibits which deal 
with hypothetical imports from the United States are 
Auite ‘hypothetical and do not show either how the 
thing affected either the consumer or domestic pro- 
ducer because the consumer was getting his supply, 
insofar as he got imported supplies, from the United 
Kingdom, All the competition was comins from 
the United Kingdom and therefore I submit they have 
little or no value. 

MR. MeRUER: That is distorting it terribly, becaus 
the evidence was these yarns would naturally come frau 
the United States, and that evidence, so far as [ 
recollect, has not been contradicted, Therefore 
they must te yarns that were being supplied by 
Canadian producers8e 

MA, KELLOCK: My friend is always ahead of m, 
T am coming to thats | 

MR. Me®uer: You say it is purely hypothetical; 

it is nothing of the kinds 


MR, KELLOCK: The exhibits dealing with igports of 
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cotton yerns from the United States were not actual 


‘imports. They are chat might have beens 


WR. MeRUER: YeS~s 
MR. KELLOCK: All ies Now, at the bottom of 
page 46, ay Lier, my Prient says after discussing 
the tariff rates and the history of it, my friend says 
"The effect of the changes in duties in respec 
to cotton yarn in 1950 is evidenced from 4 perusal 
of Exhibits 819 to \8266" 
Now, those are purely United States hypothetical 
exhibits, and 857 to 859 which deal with yarnfrom 
Great Britain. | My submission is that if one wants 
to wit the picture of the history in those years 
cne has to look at the actual, that is where the 
competition came from, and not hypothetical, where it 
did not come from at alle Now, my friend reforred 
to a yin vamen’ of Mr. Hooper which he also sets out 
on page 46, that competition with Canadian cotton 
yarns, would ordinarily and naturally come from tue 
United s,ates and not from Great Britain, this being 
due to the particular type of yarn made in the United 
States of wimerica and its particular suitability 
for the Canadian trade» Then my friend says this 
evidence has not been contradicted by any of the 
manufacturers of yarne : just wanted to take a 
moment re refer your lordship to what Mr. Hooper said, 
because t think it is @ little bit better. It is 


at page 12026, ecomuencing at line 10; 
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THE COMMISSIONER: What page? 
MR- KELLOCK: 12026, line 10, to 12028, line 22. 
"oO. There is a matter"-- 
This is cross-examination by myself; 
‘"Qg. There is a matter that I wanted to refer to» 
L may be wrong but I think there is a little mis- 
understandin perhaps arising from the way the 
suestion was put - * 
This refers to the examination in chief earlier: 
"Tl want to refer to your evidence at page 
11703, lines 11 to 21, aad if you will just follow 
me while I read it. 
THE COMMISSIONER; When was that? 
MR. KELLOCK: That was just one November 5th, 
just the other day» The question was," 
This is taken from the preceding questions and aliswers 
on the earlier day; 
‘#9, Can you tell me, Mr. Hoderes.+.® 
"And it apparently was with reference to Exhibit 
804 which was your sumaary of tariff rates on 
cotton yarns beginning in 1907 - you remember that 
Ae Yes, sire 
's Thequestion was; ‘'g, Can you tell mg 
Mr. Hooper, fram your experience ia the Customs 
Department whether the supply of cotton yarns 
would tend mostly to conie from Great Britain 
or from the United States? 


A.. Well,. the yarns used in Canada follow more 
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closely those prod@uced in the United States." 
Now, it is, "used in Canada”: 
"YeafOllow more closely those produced in the 
United states. I mean the specifications 
are similar, more so than the general yarns used 
in Great Britains" | 
That is "used" and not "sold". 
"For example the twist is harders 
a | Qe cs harder in the Canadian Yarns than in the 
English? Ae Y@Se 
Q. And harder in the American yarns than in the 
English? Ae Y@Se 
Now, the questioa was as to whether the supply of | 
cotton yarns would tend. mostly to come from 
Great Britain or the United States, You did not 
quite anavey that, you got off into--- Ae I 
did not answer the question? 
9 Qe Yes» Could you answer that question for, me? 
A. At the present time there are very few 
importations of yarns from the United states, the 
are very small. At one time, the importetions were 
quite large. | 
2, Well, 1: had looked up for me, Ur. Hooper, ~~ 
A, And it is true that there are yarns coming 
in from Great Britaia to-day. 
Qe I had looked up for me the figures of imports. 


ef those yarns from Great Britain taken from 


Trade of Canada, and would these figures eoincide 
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‘with your recollections; that in 1930 the imports 


Great Britain were 35% of yarus brought in. In 1991 
they were 37%. In 1932 they were 50% In 1955, 6 
1934, 93% end 1935, 92%? A. Yes, that would. 
Qe That would aceérd with your recollection? 
A. Yess At one time the major portion of the impor 
tations was from the United States, 
Ge But the competiticn now comes fron Great Brital 
A. If there is any at all, 
UR. MeRUTR: Because American yarns are exelud 
It has been reversed, 
fiz @ITNESS: Nog the total importations are 
down , are they not? 
MR. KELLOCK: Qe I am just saying insofar 4s tt 
are importations and therefore competition for the 
Ganadiam mills, the source of the competition ’is 
Great Britain? Ae Yes, 

THR COMMISSIONER: 4. That has reference to 
cotton yarns? , A. At the present time, my lord, 
since 1942.4 

UR. MeRUER: There would be no competition from 
the United states because the tariff is too high. 

WR. KELLOCK: That is argumente 

WR. MeRUER: My question would be wiere they wo La 
come from if no barrier, | 

MR. KELLOCK: uy question is - where they do ¢ 
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| Now, my lord, in my Factum - | have had oeeasion to 


| refer to it already = there is a number of tables righ 
|} at the end of benichtonllen 

THE COMMISSIONER: Tables, yess 
MR. KELLOCK; Yes, your lordship sees the first o 
| which has in the upper rignt hand grothnnge section £, 
| Suppionent Se: How, at che bott tom of the page it has 
| canadien imports of cotton. yarns in Shousgn? pounds. - 


| now, the total in i826 was 4,822,000, and in 1956 -- 


THE COMMI 


SSIONER; Parden me, 1926? _ 
MR. KELLOCK: . Yes, 1936, my lord, 4,822,000, and 
lin 1936 5,130,000, so that Mr. Hooper's recollectim-- 
THE COMMISSIONER: Pardon me 4 moment, 1936? 
UR KELLOCK: That is the extreme right hand column 
) There was & new sheet given to your lordship. I Gon't | 
‘know whether it got into your brief or not. yell, 
take the 1935 figure, it will do just as welle 

THE COMMISSIONER : No; what is the 1956 figure? 

MR. KELLOCK: It would be 5130 to correspom, 
5,530, 000s So that Mr. Hooper's recollection that the 
total importatious were hove as between certainly 
1926 and 1956 - it is just..the other ways They are 
UDe 

MR. MeRUER; No. 

THE COMMISSIONER: Pardon me, you are talking of 
Great Britain? 

MR, KELLOCK: Yes, 


Tit COMMISSIONER: You sey as between Great Britain 
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: | WR; KELLOCK: It is the totel, my lord, the 
| | figure I have given. | 
“PEE COMMISSIONER: Not Greet Britain? 

MR. KELLOCK: It-is the total, the first line. 

THE COMMISSIONER; Then, the figure is not up. 
The totel of 1926 is much more then thats 

MR, KELLOCK: The 1926 figure is less than 1956, 

- THE COMMISSIONER: You have just xiven me 
5,580,000 es the total importetions for 1956+. 

MR,. KELLOCK; Yes. 

THE COMMISSIONER: From ell countries? 

MR. KELLOCK: Yes, in 1926 the figure is 
4,822,000. 

THE CCUMISSIONER: I sees 

MR. Mo RUER : Take the 1927 figures 

THE COMMISSIONER: You give the total on top 

end then you bring it downs 

MR. KELLOCK: Take the totel ol top; i am 
teking thet the total is -- 

MR. MeRUER: Teke the 1927 figure. You put 
Mr. Hooper on the spot with one years 

MR. KELLOCK: I em not putting Mr. Hooper on the 

spote 

WR, KEXED McRUER: Take 1927, 1928 or 1929, 

WR. KELLOCK: Mr. Hooper was speeking from his 
recollection. I have got the eccurate figures he 
aid not heve before him, 

MR. MeRUER: Were you desling with one year 
with Mr. Hooper? If you take 1927, 1928, or 1929-- 


ME.KELLOCK: I am not stopping with just one 
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? sald was that am bebtwcen those two years the 
importations were up rather than down. 

MR. MeRUER: ‘You inelude in this yarns for thread 
and those things that ave Uifferent than tie class 
of yarns that uly Hooper was Gealing with. 

MAR. KELLOCK; What was Mr, Hooper dealing with 
on the evidence rs read except sotben —— Does 
he differentiate be tween Lr hens in the class? 

WR. McRUER: The class that we said came 
ordinarily from tne uni ted States, Ye do not 
deal with thread manufacturers or yarns from [ngland 
at all. 

MR. KELLOCK: You are the only person that is 
raising ite We were talking about cotton yarns, and 
I read Mr. Hooper the percentages and Mr, Hooper 
agreed with it so we must have been talking about 
the same thinge 

MR. MeRUER: You are confusing it. There are 
certain yarns for making threads that ordinarily 
come from the United Kingdom. 

wR, KBLLOCK: I am dealing with what I think Mr. 
Hooper ee aiking about. I am dealing with Part 6 
of your priefp If you want to break the figures down |, 

further go aheads 


Mi R. MeRUER: You persist in confusing two things. 


wR. KELLOCK: I am not confusing anythings 
MR. MeRUER: Yes, you ares There is a class of 


varne that did come fram the United States in 1926, 
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1927, 1928, and 1929, and that do not come from the 
United States Rowe 
MR. KELLOCK: . They come from Great Britain. 


MA. MeRUER: No, they do not, 


MRs KELLOCK; Why,do you, say they don’t? 
MR. MeRVER: Because there has been very littl 
change in the yarns imported from Great Britain, and 
as a matter of fact they are down frag 1927 to what 
are TOWe 
MR. KELLOCK: My friend says there is very Litti 
chan ge. . That is what I want to analysee 
MR. MORUER:, 1 say that the point is we have not 
got -@ break down of them as to what extent they are 
yarns thet “ee dew from the Uni ted States. | 
MGs KELLOGK:,, You are theman that is raising tha 
point. If .you want 4 breakdown why get it, but 
I want to eall to his lordship's attention and just 
firstly - I, will come to secondly and thirdly in a 
moment - that as between 1926 end 1936 the total imy 


of cotton. yarns are not down but they are up. 


THE COMMISSION SR: fhat is on ali eotton yarTnse 
MR. KELLOCK: All sotton yarns, my lord, yes» 
Now, as between the years 1927 and 1936 they are sli ently 
down « 
THE COMMISSIONE!: °s; can see that for my selfs 
MR. KELLOCK: what I want to come to, my lord, 


take 1932, I want to eall your lordship's attentio 
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from 1932 on to the switch which took place as betwee 
yarns from the United Kingdom and from the United Sta 
Your Lordship will see that the United Kingdom became 
the chief source of supply. For instanee, in 1932 |-. 
the coutrast is more marked if we go to 1931. 
_ THE COMMISSIONER: In 1932 it just happesas that 
the figures are almost exactly equal. — 
MiRe KELLOCK: your lordship Sees the precedin; 
9 | - year, 1931, and comparing that wit 1932 your lordshi 
ih sees the tendency had there set ins Then, in 1933 
it is well under way. . There was 5,295,000 from th 
United Kingdom, end from the United States they had 
sunk bo 14177,000¢ In 1934 they go up to over 
i 4,000,000 fran the United Kingdom, and from the United 
states they go down to just 522,000, and the same sez 
story is continued across the pages 
THE COMMISSIONER: where does Mr. Hooper's evid enc 
B 20 come into this, in what particular? I understand 
his evidence means there were certain cotton yarns 
employed for certain purposes whieh used to come from 
the United Btates which have not switched over to 
| Great Britain but which are now made here; is that 
ite. 
MRe KELLOCK; I.do sot so understand it. I don't 
know. whether he says that or note 
THE COMMISSIONER: Is that what you mean, Mr.Heoper 
8 30 MR. HOOPER: Yes, there are such» 


MR. KELLOCK: Is that what you meant by your evidepce? 


Ta re be a4, 
) - BIQYAa .TaeOR © 
mine — SINSASDONATE GERNTRAHD 
; ; - maTROSaA 
» per 


as evely Xoo? solsw dot ive esd of, no: 860k-mort 
pats Sevinv edt mort bas sobgali Serial. off mock eens 


cnvsed acini Sofia out #49 aoe Lite gitebvos =10Y | 
Bw : 
j-} G8@L af ,eousdéni sot - vylcgua to. eom0s telso edt 


+16@i o¢ 09 2% UL hese oom st deex#u09 esd, 


teds aneqgqed dex, t2 SCL aE sAeMOLeeIMEOo anT 


iH 


-Laupe Yitosxe toomle ers compl? odd || 
thoowry end neve qistehrel qwoy ..<to0uIs0 .mK | 


jidadhacl qwoy S&Gi diiw ted? paltegmoo bas AGeL ~tss | ot 


SsCl nt ,sed? ° .ah Jon eredt deck yonsinet edd eose | 


if MOTE 000, 68S,6 ase ered - *YBe Tehix thew ei ti | 


Sat yest eetet2 bertal ods port ham -Sosuats bed Lay | | 
Tsvo os qu oy yeds 4001 ml: -. O00, VTigl of pus | : 

ot int edt mort bus ymobgntE bot Lat esis #0°E% 000,000 2 | ¥i 
@ @use odd bas ,Q00gSSE daub. od awed og yodt aed ssc | , 


e@3eg eff BOROR bowats 200 et mote. 
fe tive 2’aeg0e% scM som eter GAAMULRCIMMOO SRE 


(baosetsbas I Ttalsolivey tedw al. ,siud ogak ‘goo || 


Sa%ay a@ottos alaiies sieg ae @isem eoneh lve att | 


| soz? onc0 of Bogs dodsy exces alssvee 103 beyeigne 


as teve Sbetetive fon e¥ed dotkrr eeteate getial edd | te 

. $897 ef jeted eben wou ots doldw ted misé¢ial tsex0 i ae 
42 : é “an REDy Six See ra gt. guegad 2 | - 

‘ i 

*nod I dt Santurebaw ce tom oh 1 sOGMTTN, same ‘ 


6 store Ded eye em tedtedy womt | 
sqOoF iM Mises HOY Faby dn dd: (82 Hitaphes Dmg oan | 


| He OTH ons GOT ECON 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIGC 
REPORTER 


TORONTO - CANADA 17089 


MR. HOOPER: I don’t think - that was one thing I 


hed in minds fhere are others. 
THE COMMISSION SR: If you take these figures alone tlHey 
would appear to justify Mr. Xellock's position, that js, 
we are importing substantially the same quantity of 
cotton yarns and there is a switch from United States 
imports to United Kingdom dmportse 
MR. McRUER: Are they «the same class of yarns tha 
*» 10 formerly came from the United States that now come fr 
the United Kin edom? 
MRe HOOPBR: Im yarns for thread manufacturers 
much of that business has been transferred from the 
United States to the United Kiagdoms that is quije 
_ richte In the yarns for hosiery manufacturers I 
would think thet Canadian Manufacturers have got a lager 
portién of that business to-day than they had. 
THE COMMISSION ©: The Canadian menufactureris 
: 20 making a good deal of his own yarns 
MR. HOOPER: © Not the yarn manufacturer, nO. 
THE COMMISSIONER: I ttean our industry is making 
its owh yarns. 
a MR. HOOPER:®.Yes, I think the records would show 
that the Canadian produetion is up, the sales of yarn 
im Canada are up over those years. There are 
some yarns that are not inporsed at ell. 
IE COMMISSIONER: If not imported at all they ax 
8 a made here» 


MR. HOOPER: They are made here, At one tine 
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we got mercerized yarns from the United States. we 


nO longer get mereerized yarns to any extent. Je bring 


in unmercerized yarns fram the United Kingdom and th 
are mercerized here. 

MRe KELLOCK: I just notice here from Grade of 
Canada for the calendar year, 1955, Mr. Hooper mentiohs 
here yarns for knitting, I see the total imports in the 
12 months ending 1935 from all countries were 484,841|- 
*» 10 oh, that is only from the United Kingdom alone, The 
| preceding year it was only 381,648, “oO it does not 
look there as though the domestic industry was gettia 
more of that particular busim ss, 


MWR. HOOPER: A great amount of that is exported, 


15 
my lords 
THE COMMISSIONER: what is that? 
WRe HOOPER: Quite a goodfmount of knitted goods 
are exported, 
2] 20 THE COMMISSION=R: Our knitted goods? 
MR. HOOPER: Poa. 
WR. KELLOCK: I am dealing with the evidence, 
and I find Mr. Hooper has some figures we have not 
got on my sheets, 
25 7 
THE COMMISSIONER: I think substantially his figuyes 
justify yous There must have been quite a switch. 
UR. HOOPER: There is guite a switch, 
THE COMMISSIONER: From the United States to 
30 Great Britain, 


MR. KELLOCK: what Mr. Hooper says at the top of 
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"Qe But the competition now comes from Great 

Britain? ~ 4. If there is any at all." 
I think the import figures show there is considerable 
competition. | 

“Re MeRUER; That does not alter my statement. I 
was putting it from the consumer's dint of views. 
The competition would ordinarily come from the United 
States, and these were the prices in the United State 
and they had come from the United States prior to the 
imerease in duties. 

MR. KELLOCK: I am first establishing that the 
sompetition in fact does come from Grest Britaiu and 
then i want to deal with the susgestios which my frie 
WakeSs Now, Mr, Heoper dic not say that, ‘He ai 
not say that the yarn sold here by British exporters 
ip Canada is not pensapehte to the domestic product. 
He said the yarn used in Canada tends more to conform 
to that produced in the United Stetes, than yarn used 
in Great Britains Now, my lord, my friend is 
building something on Mr. Hooper's evidence that Mr. 
Hooper Gid not say at all, and the fact is, in the 
first place, that these yarns, insofar as there are 
imports, and I submit there are substantial imports 
on those figures, do come from Great Britain, and 
Great Britain has been making cotton yarns for a good 
many years, and surely if there is a preference on 


the part of the Canadian user in the hardness of the 


£eovk 


t 


Saetw mort Sem0o wom ance licamee haged out <. 


seats tay 


« tis te as at ex0ds 3 ia Fates ing 


eldareb tence et onset weds Setar’ bsogit ane Aatds a iI | 
stolstieguos | 2 


I »taometate as sat te son noed oe Mins asa am ‘ 


swoty to - éntog e Msenwence ois mpxt oh patetug Baw 


bo? ise ed? sext esos wirsalbre Dinow Hottts egroo out 


e 


atsie cegpraneags one as eee ng ne onne ovat? _ bas peotesy 
' oy © 
anit ot roby | eofate bad tau ent woOTt exes isd youd br O 


otald: 5 Say 3 eeseiont a ~ 


+> 


eds tasid Saldst dst: ° Pato ae 3 sAGOLITA 2AM 


rs 


See sistiqgd eet) mort emoo easob tost al Boliisogmoe 
sixt ys doldy «witeogoye edd dttw Isep ot taew I ned? ; er a ; 


th eh  .éedi ¥se gon bid neqecii .78 , FOr Rt ee af 


* 


etetiegze daldsint ere: bios axsy ced J8a0 A oa toa 


of ouboug Siioerah. 4 one os oldsisqmoe fom, al sbeas9 al 


= ir 


@iSlae2 OF eTOm Admet sbaned at boeu avery. 243 Ries 98 


Seey sisy ass rr betarpet Setiny anal al _pesuhora Teds o¢ f ae 
a Sielst ym ae Vt 70H ee Missith teem at | ; : 
. tH é sald sonehive 2 ni ts + ge 0 /aetApomgs aalbilud | | a 
rae at ee vont Res bao elis ta Re de. 1 B19 x0 , T9dooH | 
a s 


®IS eed? es teteeal Eran 3 eseds tant peli aeqk 
: 
adroqat Leltasssdue oe cred? thm , , 


2 


—— Aistiz& $502 mort amos — e 
| ; A BIE . ne aot 3 re Sa a + ome P 


Does 8 tot eee: aoite0 pelden om sid. ak al p 


{ no eonsretore s at oxedt 2 


j i ; itd el y 


ROBT. BRYDIE | : 
CHARTERED STENOGRAPHIC 
REPORTER 


17092 


TORONTO = - ~— CANADA 
twist or anything else, our cotton machinery comes fiom 
Great Britain and they have got it there. if thexe 
is some kind of quality in the yarn that makes the 
yarnmore suitable and desirable to our consumers" the 
English consumer wants something else surely the 
Englishman is in a position to make it, because he ha 
got the machinery and he is not going to force someth 
on this market that cannot be sold here, and this stu 
» ) 10 || ‘that is coming in here is coming in here for sale 
and is sold, and when one goes to the exhibits which 
my friend finally gets down to in his seetion on this 
matter, 857 to 859, Mr. Hooper there compares two 
| descriptions of cotton yarn from Great Britain with the 
+ domestic sroduct. - One is 30's cotton hosiery 
yarn and the other is 2 ply 24's cotton warp yarn. 
Now, those yarns, et least, must be the same type 
as the Canadian or else there would be no object in 
B 20 comparing them at all, So my submission, my lord, 
| on this whole matter so far as cotton yarns - and [ 
come to the same submission with regard te cotton 
fabries - is thet the effective duty rates, taking 
my friend's language, are the British preferential 
duty rates, and have been since 1932, and that they 
are the ones to look at both from the standpoint of 
the Canadian cousiimer and the Canadian producer, 
and not hypothetical exemples of what might have been 
6 - | as far as the United States is concerned, 


Now,. just one or two matters of minor importance, 
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| On page 47 of my friend's Brief at the foot of the 


page ~ my friend repeats this contention a good many 
places throughout his brief - the last paragraph, 
he says: 

"In June 1951, an additional protection 
was, given to the Canadian manufacturer by the 
imposition of an excise tax of 1% on all goods 
imported into Canada," 

Now, thet is hardly protection, my lord, to the fujl 
extent, at least, when the Canadian manufacturer had 
to pay that very same excise tax on his raw material. 
In 1925, as pointed out elsewhere, that amounted in 
dollars to $445,000 on cotton alone, raw cotton alon 
bs Now, at the present time the English manufacturers 
| pay mo such tax on their raw cotton and I pay 3% 
On my raw cotton and my finished product competes 
with the English finished product here so it is hard 
} 20 correct to say that the excise tax at any time was 
a protection to the Canadian manufactureryg and at th 
present time it to & natural handicap to the Canadia 
manufacturer in competing with British goods. 
THE COMMISSIONER: Well, 1 think though that you 
are not putting the question quite in its proper fo 
That is to say, that any advantage that the British 
manufacturer gets at home in his exports, that is, 
if he pays no excise, for instance, or if he gets 
i) 30 ; a bonus, that affects your protection all along the 


line, not only in regard to the 1% or 2%: 
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MR. KELLOCK: Quite, my lord, but I am just drawibe 
attention that I do not think my friend has put his 
submission in a way that means anything. 
THE COMMISSIONER: He puts it all right, Supposing 
the tariff protection is 20% and you add to that 1% 
excise; that dees increase your pbotection, and any 
advantage the British manufacturer has which you have 
not got in the way of a bonus affects just as much your 
protection on the tariff of 20% as it does the excise 
of 1%5 
GR. KELLOGK: . Then, I will put it this way--- 
THE COMMISSIONER; It applies all along the scale 
It does not apply particularly to the one per cent, 
excise, 
MRe KELLOCA: Then, putting it the way my friend 
does it is only a very small part of the picture, 
and that is my pointe 
MR. MeRUER: It is 3% om the duty-paid value, 
and that amounts to as high as 6% 
THE COMMISSIONER: It is a substantial amount, 
MR, KELLOCK: As between me end Great Britain. 
THE COMMISSIONER: As between you and Great Britain 
I say you take whatever your whole protection is end 
then you set off against that whatever your competitjiors' 
bonuses. ares You need not p tack his bonus on to thi 
particular item of the proteftions 


MR. KELLOCK: The 3% excise tax,from any point of 


view ---. 
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THE COMMISSION" R: What dees it matter whether they 
call it excise or something else. They take an 
imported article and they put on it a valuation for 
duty Then they arrive at the duty and no matter 
how it is they add@ 3¢ on that, 


MR. KELLOCK: They do not in the case of imports 


from Great Britain, ‘They have not since March, 
19356 

* 10 THE COMMISSICNER: Have they struck it off? That 
is not what he is talking about thens He says 


"An acditienal pretection was given to the Can-dien 
manufacturer by the imposition of en excise tax 
. of 1% on all goods," That is no longer true? If 
you say it is no longer true it is another pacar 
MRe MeRUER: It was true at thet time, 
MR. KELLOCK: At the time the 1% was put on it was 
om British import, and I should say in answer to my 
= 3 20 ||\friend thet to say it was additional protection to me 
because it wes on the fabries, these imported fabrics, 
is only part of the story because I in turn had the 
same thing to pay on Hy raw material which the Inglis 
si éid not have to pays 
THE COMMISSIONER: As I say it does 1i6¢ inst Hor whethe 
you oa? it excise or surtax cr what. It all increa 
‘our protection. 
| MR. EELBOCK: Unless I pay the same thing on my 
6 i raw material. 


THE COMMISSIONER: If you won't understand m tere 
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is no use, 
MR. KELLOCK: I do not want your lordship to say 
that. 

THE COMMISSION#R: I say if the Customs Tariff says 
30% with a surfax of 3% that is added to the protectio 
‘isn't it? Whether they call it excise of eall it 
‘gurtax or call it whatever you like what difference dogs 
it make? 


MWR. KELLOCK: It makes no difference, 


THE COMMICSTCNER: one, Any advantage your 
/ competitor may have in the 01d Country applies just 
as much to the 30% as to the extra Se 

MR. KELLOCK: “Yes, 

THE COMMISSIONER: Of course it does. 

MR. KELLOCK: And as your lordship says, all I am 
drawing attentio: to is the other side of it, that 
eny disadvantage from my point of view, whether it is 
the excise tx which I pay on my raw cotton, or a 
sales tax I pay that he doesn't pay, or anything else, 
then that must be set out. 

THE COMMISSIONER: You are back to where we were 
this morning. when Parliement is considering what 
is adequate protection for you that means you, having 
regard to all the factors of your situation in respect 
to your competing countries. m 


MR. KELLOCK: I am not saying anything as to tmt, 


THE COMISSTONER: All those factors must) be there 


You cannot pick out one particularly and say that applies 
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to the excise I pay and another place to something els 
I pay, because all this you pay, end which, in fact, 
the consumer would pay if the thing was imported, 
all thet is added to your protection, 

MR. KELLOCK: Your lordship has my point. I do not 
need to labour it. 

THE COMMISSIONER: Certainly + kas your point, 

WR. KELLOCK: As I argued this morning, the 
mere statement of the duty rate on my fabric or the 
fabric that campetes with me is only part of the picture. 
Then, my lord, at page 48 at the top my friend refer 


to the question of exchange, and I call your lordshij's 


attention to samething that is obvious in connection 


with that, and that is that while the importer --- 


THE COMMISSIONER: ghere are we at nov? 

‘MR. KELLOCK: Paragraph 4, my lord, where he says: 
"In addition to this, Canadien funds were at 4 
discount", and so On; 

*..egiving the Canadian manufactureres this further 
protection." 
Well, the same thing applies there --- 
THE COMMISSIONER: For instance, we had Mr, MacDqgu- 
gall of the Belding-Corticelli people in Montreal. 
He said - I think it was in reference to Fraice that 
he was talking - He said we have ample rotection 
against them because Canada could not afford to buy 
Freneh goods on account of the decline in the dollar 


There is one of your own men saying it is an additiosal 
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my lord, the same thing. 
ae ye i have to uy my raw ‘materials outside and 


in my brief, my lord. Now, my lord, my friend 


new ‘subject - te attempt to show that the Cenadian 


manufacturer took “advantage ve the inerease in Americ 


prices 
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form of protection. 


aR. KELLOCK: all IT an pointing out is the other 
sige of the picture, that I had the same exchange ratp 
to pay on my raw material. : 

TE COMMISSIONER: It depenis where you bought it, 


> MR. KELLOCK: well, the United States, raw cotton, 


THE COMMISSIONER: That is quite right, and that | 


what the Jepanese says when the duty is put up om him 


my yen dees not ~ as much as it would at par value, 


MR. KELLOCK: I have recognized that, I think, 


goes on from here to attenupt to show - and this is a 


THe COMMISSTONER: x think it is too new a i maton’ 


aR, Monon: It is too contentious to start so la 
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